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Federal Communications Commission
445 12th Street, S.W.

Washington, D.C. 20554

Re: Notice of Ex Parte: CC Docket No. 02-6
Joint Petition for Reconsideration — FY2001, FY2003, and FY2004
Morrow County School District and Morrow Development Corporation

Dear Ms. Dortch:

We understand that Commission staff and the Oregon Congressional Delegation met before the
holidays to discuss the Joint Petition for Reconsideration filed by Morrow County School District
(the “School District”) and Morrow Development Corporation (“Morrow Development™).'
Following that meeting, we discussed a number of follow-up questions with FCC staff and the
Oregon Congressional Delegation. In response to those questions, we searched relevant files, the
FCC record, and USAC databases in order to provide as much information as possible. As FCC
staff is aware, our firm previously had no historical knowledge regarding the FY2001 facts and
circumstances. The School District’s original FY2001 appeal was filed by another law firm.
However, our work related to the follow-up questions revealed important information that we wish
to share as a supplement to the record before the Bureau.

1) Based upon our review of the record for FY2001, it appears the most USAC could seek to
recover from the School District for FY2001 is $262,705, the value of the contract with
ABS Computers (“ABS”).”

In the Morrow Order, the Bureau found that USAC should seek to recover FY2001 funds from the
School District only where Nate Arbogast had a “dual role” as an employee of both the School
District and a service provider.” While Mr. Arbogast was an employee of the School District and an

! See Joint Petition for Reconsideration, Morrow County School District and Morrow Development
Corporation, CC Docket No. 02-6 (filed June 24, 2013) (“Joint Petition”); see also Request for Review of Decisions
of the Universal Service Administrator by Morrow County School District, Lexington, OR and Morrow Development
Corporation, Order, 28 FCC Red 6898 (2013) (“Morrow Order”).

2 See Funding Request 633208.

3 See Morrow Order, 9 4 (“Consistent with precedent, we find that the Arbogast Business employee’s dual
involvement in the bidding process — by acting on behalf of Morrow County and on behalf of a bidder —
constitutes improper service provider involvement, in contravention of E-rate program rules.”).
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owner of ABS, a service provider, during the FY2001 competitive bidding process, Mr. Arbogast
was not an employee of — and had no relationship with — Morrow Development when bids were
placed and contracts were awarded in FY2001. In view of the Morrow Order, we believe it would be
in error for the FCC to recover $1.145 million from the School District for its separate contract with
Morrow Development.* This contract should have been treated the same as the School District’s
other FY2001 contracts with vendors that did not employ Mr. Arbogast. Just as the Bureau found
that USAC should not seek recovery of funds related to those other vendor contracts, the Bureau
should have found the same for the Morrow Development contract.’

Exhibit 1 contains a chart of information from the USAC database reflecting the service providers
for which the School District requested funding in FY2001, the amount of funding requested for
each service provider, and the amount USAC authorized for distribution for each. The School
District received total disbursements in FY2001 of $1,529,736, of which only $262,705 was
associated with the School District’s contract with ABS that is the crux of the problem.

Exhibit 1 contains excerpts from the record reflecting that, due to the rural location and the
relatively small size of the School District, there were very few technology and Internet companies
that were willing or able to work with the School District in FY2001. Some companies would not
bid on contracts with the School District because it did not have enough computer users, and there
simply was not enough revenue to be made from School District contracts for bigger firms. Indeed,
during the first few years of the E-rate program, the School District never received any bids in
response to its Form 470s. We understand this was a common occurrence in rural areas at the start
of the E-rate program.

For FY2001, in compliance with Oregon state law and School District policy, the School District
included a call for bids for E-rate eligible products and services in the local newspaper in addition to
posting its Form 470. See Exhibit 1. After receiving no bids from either the posting of the Form
470 or the newspaper advertisement, the School District solicited bids from ABS, Morrow
Development, Qwest and UUNET for E-rate eligible high speed Internet services. See Exhibit 1.

Based on the documents from FY2001 that we have been able to locate and review, it appears that
during the FY2001 competitive bidding process, the School District requested funding for 17
different service contracts with at least eight different vendors. The School District’s testimony in
Exhibit 1 is that it complied with Oregon state law by seeking bids from at least three vendors for
each contract. Therefore, the School District could have received as many as 51 bids, although it is
likely that there was overlap in the vendors that bid on the various services.

The record reflects that ABS submitted a bid to provide the School District with “Wholesale T3
Internet Service.” See Exhibit 1. ABS was chosen for this small contract because it was the lowest

4 See Funding Request Number 633073.

5 See Morrow Order, § 5 (““...[W]e grant the requests for review relating to the funding requests listed in
Appendix B, because we find there was no improper service provider involvement with the bidding processes
with respect to the applications identified in Appendix B.”).
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bid, and it was the only Cisco-authorized partner in the area that would offer the routers that the
School District needed. The School District accepted this bid and entered into a contract with ABS
for which USAC distributed $262,705.04 in funding. During the FY2001 competitive bidding
process, Mr. Arbogast was an employee of the School District and an owner of ABS. This is the
“dual role” problem the Bureau identified in the Morrow Order as the basis for seeking recovery of
funds.’

Separately, during the FY2001 competitive bidding process, Morrow Development submitted a bid
to provide the School District with OC3 fiber optic service to support the Internet access service.
See Exhibit 1. The School District accepted this bid and entered into a contract with Morrow
Development for which USAC distributed $1,145,376.

During the FY2001 competitive bidding process, Mr. Arbogast was not an employee of — and had
no relationship with — Morrow Development. Given this, there was no “dual role” problem with
respect to the Morrow Development contract for FY2001, and the Morrow Order makes clear that
USAC should not seek recovery of the $1.145 million distributed for Morrow Development’s
separate contract. As the Bureau explained:

[W]e think the better reading of the MasterMind Order is that USAC should determine
whether the contact person’s company actually participated in the bidding for a
particular service or not and deny only those funding requests where the company
actually participated in the bidding process. When an applicant seeks bids on
multiple funding requests as part of an application, improper service provider
involvement during the competitive bidding process by one service provider does
not indicate a violation on the part of every vendor selected to provide services
arising from the same FCC Form 470.

On this basis, the Bureau found that USAC had erred by seeking recovery of funds distributed for
the School District’s various other service providers in FY2001 for whom Mr. Arbogast did not
work.® The Bureau should apply this same precedent with respect to Morrow Development and
find that the most USAC could seek to recover for FY2001 is the $262,705 for the School District’s
contract with ABS. Separately, we continue to believe that a waiver with respect to recovery of the
$262,705 is warranted.

2) Itis important to understand the actual impact of the “dual role” problem in this case.

Mr. Arbogast’s “dual role” in the FY2001 bidding process is not in dispute. He was an employee of
the School District, and he was an owner of ABS, one of the service providers that bid on an E-rate
contract with the School District. However, it is important to understand that, because of Oregon
state law and local procurement regulations, the School District proactively and directly addressed

6 See Morrow Order, § 4.
7 Morrow Order, § 5.
8 See Morrow Order, q 5.
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the “dual role” situation so that the conflict of interest would not actually compromise the
competitive bidding process. Mr. Arbogast’s dual interests were publicly disclosed, and the
Superintendent made all decisions on which bidding companies would win the contracts.

Given the proactive measures taken by the School District to shield Mr. Arbogast from all relevant
decision-making for FY2001, it appears the real problem with respect to his dual interests in FY2001
is that he signed the Form 470 on behalf of the School District. The MasterMind case, which was
released less than seven months prior to the School District filing its application for FY2001, stood
for the proposition that the Commission’s competitive bidding rules are violated where a service
provider that is listed as the contact person on the Form 470 also participates in the competitive
bidding process as a bidder.” Because Mr. Arbogast signed the Form 470 for the School District,
there was a per se rule violation by ABS and the School District for FY2001. As covered below in
Section 6, it appears the School District was not aware of the new MasterMind rule.

However, for FY2003 and FY2004, the facts were different. Mr. Arbogast’s duties regarding E-rate
competitive bidding were assigned to other School District staff from the start. As covered in detail
in the Joint Petition,"” Mr. Arbogast signed none of the relevant paperwork and was entirely shielded

from the competitive bidding process. No actual rule violations have been asserted or substantiated
by USAC for FY2003 or FY2004, and we have found no rule violations in our review of the record.

3) Is there support for a theory that the taint from the School District’s contract with ABS in
FY2001 extended into FY2003 and FY2004?

We understand that Bureau staff has concerns regarding whether the taint from the School District’s
FY2001 contract with ABS may have extended into FY2003 and FY2004. The record, however,
shows this did not happen for three reasons.

First, the record shows that the School District’s tainted contract with ABS in FY2001 did not
survive past 2001. Before completing the services it had contracted to provide, ABS informed the
School District that it would not be able to complete the project. See Exhibit 1. ABS apparently did
not have enough capacity to complete the job. See Exhibit 1. The School District sought a
replacement company, and Morrow Development agreed to complete the job. This is reflected on
the School District’s request to change service providers from the ABS SPIN (143011380) to the
Morrow Development SPIN (143023033), submitted to USAC on October 11, 2001, and attached
hereto as Exhibit 2.

Second, there was a complete break in the School District’s E-rate funding from FY2001 to
FY2003. As reflected in the chart attached at Exhibit 3, containing information from the USAC

9 See Request for Review of Decisions of the Universal Service Administrator by MasterMind Internet Services, Inc., Order, 16
FCC Red 4028, 9 10 (2000) (“[A] violation of the Commission’s competitive bidding requirements has
occurred where a service provider that is listed as the contact person on the Form 470 also participates in the
competitive bidding process as a biddet.”) (“MasterMind Order”).

10 §ee Joint Petition at 5-7.
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database, the School District requested E-rate funding in FY2002 for service from eight service
providers, including Christenson Technology Services, Dell Marketing LLP, CenturyLink Qwest
Communications Company, LL.C, Telco Wiring and Repair, AT&T Mobility, Shared
Communications, ABS, and Morrow Development. The letter from USAC included in Exhibit 3
reflects that all of these funding requests for FY2002 were denied because ABS bid on the FY2002
contracts. ABS continued to exist until April 2002 and apparently bid on the FY2002 contracts.
Applying the “dual role” precedent adopted in the Morrow Order, however, USAC probably should
have granted all of the funding requests, except for the ABS-related requests.

Third, as discussed below in Section 4 of this letter, the School District held separate competitive
bidding processes for FY2003 and FY2004. The FY2003 bid sheets contain evidence of a new
contract with Morrow Development, referenced as #C0304-01. There is no evidence of
continuation contracts from FY2001.

4) Is there any support in the record for a theory that there was not competitive bidding for
FY2001, FY2003, and FY2004 E-rate contracts because everyone thought the “fix was in”
for Mr. Arbogast?

We understand that Bureau staff may be concerned that service providers other than ABS and
Morrow Development did not bid on contracts with the School District for the three funding years
based on a belief that ABS and/or Morrow Development would be favored in the bidding process.
This theory, however, is not supported by the record, which reflects that many service providers bid
on contracts with the School District during FY2001, FY2003, and FY2004.

In compliance with Oregon state law and School District policy, the School District included a call
for bids for E-rate eligible products and services in the local newspaper for each funding year, but
this method seldom resulted in bid responses. In order to comply with Oregon state law on
purchasing, and in order to ensure that the School District received the best prices, if three bids
were not received, the School District was required, nevertheless, to contact eligible service
providers to seek at least three quotes.' If three quotes were not reasonably available, Oregon law
required that the School District maintain a written record of the effort made to obtain these quotes.
The record shows that the School District complied with this requirement. The competitive bidding
process undertaken for FY2001 is described in more detail in Section 1 of this letter. The processes
undertaken for FY2003 and FY2004 are described below.

11 Oregon Revised Statutes § 279C.414(1) provided at the time: “Rules adopted under ORS 279.4.065 to
govern competitive quotes shall require the contracting agency to seek at least three informally solicited
competitive price quotes from prospective contractors. The contracting agency shall keep a written record of
the sources and amounts of the quotes received. If three quotes are not reasonably available, fewer will
suffice, but in that event the contracting agency shall make a written record of the effort made to obtain the
quotes.”
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FY2003

With respect to the FY2003 competitive bidding process, we have attached information at Exhibit 4,
including a chart reflecting the same categories of information from the USAC database as provided
for FY2001. Based on the documents we have been able to locate and review, it appears that in
FY2003 the School District received at least 25 bids from at least 21 service providers, only one of
which was Morrow Development. ABS did not bid in FY2003 because it was no longer in
existence. The attached information contains the public bid announcement, together with, for most
of the requested services, an award letter and the “Three Price Bids” score sheet, which indicates
either who bid for the service or who was contacted and requested to bid for the service. The bid
sheet also indicates which party was chosen for that service and why."” The bid sheet that indicates
that Morrow Development won the bid for OC12 service includes a reference to the new contract
that was awarded, #C0304-01. Additionally, the information reflects that Morrow Development
also bid on the contract to provide LAN / Network wiring for two elementary schools, but it was
not the lowest bid and was not chosen by the School District. The LAN network contract was
awarded to Uni-Tech Communications. Clearly, Morrow Development was not given inside
information about the bidding and was not shown any favoritism by the School District. Morrow
Development secured just two of the 14 contracts awarded by the School District for FY2003.

FY2004

With respect to the FY2004 competitive bidding process, we have attached information at Exhibit 5,
again including a chart of information from the USAC database. Based on the information we have
been able to locate and review, it appears that in FY2004 the School District requested funding for
five service contracts with four vendors, one of which was Motrrow Developrnent.13 It is the School
District’s testimony, and it is clear from Exhibit 5, that the School District complied with Oregon
state law by seeking at least three bids for each service. Therefore, the School District could have
received as many as 15 bids. Again, ABS did not bid because it was no longer in existence. Similar
to FY2003, the attached competitive bidding information includes a public notice announcing that
bids would be received. The information also contains the emails from Tami Sneddon to a number
of service providers requesting that they bid to provide wide area network circuits. Additionally, the
information includes two of the award letters for the services sought that year and the “Three Price
Quotations” score sheet for those services. Morrow Development was requested to bid on the local
and long distance service to “Irrigon,” but Qwest was awarded the contract.

Clearly, the School District created a situation each year to foster competitive bidding.
Congressional staff has emphasized to FCC staff that it was not unusual at that time, and it still is
not unusual today, in rural areas, to have very few options for broadband and related services. The
bidding sheets for FY2003 and FY2004 reflect that the School District was faithful to its local and

12 The paper file of bidding records that we have contains records for seven service providers in FY2003, but
the USAC database reflects nine. We have provided all the information we could find.

13 The paper file of bidding records that we have contains records for two service providers for FY2004, but
the USAC database reflects four service providers and the award of five contracts.
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state legal requirements to seek at least three bids for each contract. There is no evidence,
whether factual or anecdotal, from anyone, that there were any competitive bidding
problems in FY2003 and FY2004.

5) Can you confirm that ABS and Mr. Arbogast did not profit from providing services to the
School District?

We provided excerpts from the record attached hereto as Exhibit 6 confirming that neither ABS nor
Mr. Arbogast made a profit from providing services to the School District. Clearly, there was no
intent to defraud the program or waste E-rate resources. ABS and other service providers were
requested to bid on the service after no bids were received. ABS was the lowest bidder, it was the
only Cisco-authorized distributor in the area, and the School Board agreed that his bid was
permissible because all state and local laws related to conflicts of interest were followed, and “no
profit was going into Mr. Arbogast’s pocket.”

6) The Bureau has granted waivers in similar situations.

Even if the Bureau determines that USAC should seek recovery of $262,705 for the School
District’s FY2001 contract with ABS, a waiver with respect to this amount, and any other amounts,
is warranted. As explained in the Joint Petition and ex parte of September 30,"* waivers have been
granted in similar situations where school personnel with limited E-rate experience unintentionally
committed an E-rate violation despite good faith efforts to comply. The School District recognizes,
in hindsight, that there was a per se rule violation in FY2001 with respect to its contract with ABS
because, even though Mr. Arbogast was shielded from the competitive bidding process, he signed
the Form 470 for the School District and participated in competitive bidding as a service provider.
However, the declarations of former and current School District employees, submitted with the
Joint Petition and attached hereto, show that the School District did not knowingly violate the rule
because the School District was not aware the rule existed.” Indeed, the MasterMind Order,'® which
first articulated the rule, was released in May 2000, just months before the School District filed its
Form 470 in December.

The School District — a small, rural district in Oregon — simply did not have the experience or
resources to stay abreast of the ever-evolving E-rate rules, or to fully understand the complexities of
the E-rate program, which was only in its early stages at that time. The record demonstrates that
this rural Oregon School District in 2001 did not act with any intent to defraud the E-rate program.
To the contrary, the School District acted in good faith to address the conflict of interest posed by
Mr. Arbogast by disclosing the conflict, removing Mr. Arbogast from decision-making, complying

14 See Joint Petition at 11-12; see also Letter from Jennifer L. Richter, Counsel to Morrow County School
District and Morrow Development Corporation, to Marlene H. Dortch, Secretary, FCC, Notice of Ex Parte,
CC Docket No. 02-6 (filed Sept. 30, 2013).

15 See Joint Petition at 10, n. 19 (eting Declaration of Bruce Anderson and Declaration of Rhonda Lorenz,
attached to Joint Petition at Exhibit 5).

16 See MasterMind Order, §10.
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with all known state and local regulations regarding how to handle conflicts of interest, and doing
what it could to ensure a competitive and opening bidding process by soliciting multiple bids.
Although the Commission had not articulated a general E-rate conflict of interest standard at that
time — and still has not done so today — the School District complied with Oregon state law
regarding conflicts of interest, and the School District’s procurement policy, which also addressed
conflicts of interest. The School District proactively made good faith efforts to fully comply with all
legal obligations about which it was aware to ensure no negative impacts on competitive bidding
would be felt because of Mr. Arbogast’s conflict of interest.'’

The Bureau can rely on Commission precedent to grant a waiver in this situation. In granting a
waiver in the Azken County Order, the Commission stated, “We believe that the petitioners made good
faith efforts ... . We note that those tasked with working on E-rate applications are typically school
administrators, technology coordinators, teachers and librarians who may have little experience with
distinguishing between eligible and ineligible services for the E-rate program. This may be
particularly true of staff at small school districts or libraries.”"® Moreover, as explained in the
Cincinnati City Order, the Commission has found it appropriate to grant a waiver where, as is the case
here, there is no evidence in the record that a school district engaged in activity intended to defraud
or abuse the E-rate program."” Here, the School District ensured that Mr. Arbogast would receive
no profit from his efforts to provide Internet access. Although we acknowledge that the optics are
not good, the School District made an honest mistake, out of ignorance, and there was no waste or
fraud in this case.

7) Declarations.

Finally, we provided FCC staff with better quality copies of the declarations that were provided with
the Joint Petition. Copies of the declarations are attached hereto as Exhibit 7. The declarations
provide important historical information and context about what was happening in this rural area of
Oregon during the relevant years. In particular, they discuss the separate competitive bidding
processes undertaken in each year, and the measures taken in each year to comply with local and
state law, avoid conflicts, and shield Mr. Arbogast from the competitive bidding process. They also
discuss the School District’s lack of information and understanding of the intricacies of the E-rate
program in rural Oregon 10-13 years ago. Key excerpts from the declarations include the following:

e “To my knowledge, none of the prior MCSD superintendents who supervised Mr. Arbogast
had any relevant computer experience or extensive knowledge of the E-rate program. This
does not surprise me, given the time periods involved (pre-2004), our rural geographic
location in Oregon and the fact that the job of MCSD superintendent includes a broad set of

17 See Joint Petition at 10, n. 20 (¢iting Declaration of Bruce Anderson).

18 See Reguest for Review of a Decision of the Universal Service Administrator by Aiken County Public Schools, Aiken, SC, et
al., Order, 22 FCC Red 8735, 49 (2007).

19 See Reguest for Review of a Decision of the Universal Service Administrator by Cincinnati City School District, Cincinnati,
OH, 21 FCC Rcd 5994, 9 8 (2000).



PATTON BOGGS .

January 28, 2014
Notice of Ex Parte — Joint Petition for Reconsideration

duties akin to a Chief Executive Officer with responsibility for all schools and employees in
the school district.” (Declaration of Dirk Dirksen, § 12, dated July 11, 2011).

e “At the time I was Superintendent, I believed that MCSD was lucky to have anyone on staff
who was as knowledgeable about computers as Mr. Arbogast. At the time, qualified
individuals such as Mr. Arbogast were very rare in our rural part of the state. Mr. Arbogast
was very hard-working, and I believe, truly dedicated to bringing internet technology to
MCSD. He was from our part of the state, as was his family, and lived here with his wife
and children.” (Declaration of Bruce Anderson, § 12, dated July 18, 2011).

e “From my perspective, E-rate was a very complex program, and very few of us in the public
schools in our part of Oregon knew much about it. When I resigned from my prior
Superintendent position in Crook County School District, Oregon, they had not yet begun
to participate in E-rate, or if they did, I was not involved in the process. Crook County,
Oregon was also a rural school district.” (Declaration of Bruce Anderson, § 16).

e “As Superintendent of MCSD, I functioned as the school district’s Chief Executive Officer
and had general supervisory responsibilities over all schools and employees. As such, my
responsibilities were very broad and diverse. It would have been impossible for me to attain
in-depth knowledge of E-rate and still fulfill my other traditional responsibilities as
Superintendent.” (Declaration of Bruce Anderson, § 17).

e “During my tenure as Superintendent, I believed that MCSD was in full compliance with all
state, local and E-rate rules.” (Declaration of Bruce Anderson, 9 19).

e MCSD is located in a remote and rural area of Oregon. Due to our rural location and the
relatively small size of our school district, there were very few technology and Internet
companies that were willing or able to work with the school district at the time. Some
companies would not deal with MCSD because MCSD did not have enough (computer)
users, and there simply was not enough revenue to be made in MCSD for bigger firms. It
was always an uphill battle attracting E-rate service providers to MCSD.” (Declaration of
Bruce Anderson, § 21).

e “Additionally, the MCSD Purchasing Policy stated that MCSD could not exclude ABS from
submitting a bid just because Mr. Arbogast was a MCSD employee, as long as the potential
conflict of interest was disclosed, which it was.” (Declaration of Bruce Anderson, 9 27).

e “During Funding Year 2001, after receiving no bids from either the posting of the Form 470
or the newspaper advertisement calling for bids, MCSD asked ABS to bid on an E-rate
eligible high speed internet project for MCSD.” (Declaration of Bruce Anderson, § 32).

e “At the time, I did not know that it would be an E-rate rules violation for ABS to bid on E-
rate products and services. To my knowledge, no one within MCSD knew that this was a
problem. I believed MCSD was in compliance with Oregon and MCSD policy, and was not
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aware of any other rule that would prohibit this. So, the MCSD Board and I evaluated the
bids received and chose ABS as the vendor for the high speed internet access project.”
(Declaration of Bruce Anderson, §| 34).

8) Conclusion.

Other than the per se rule violation for FY2001 related to the ABS contract, about which the School
District was unaware at that time, there is no evidence of any other E-rate rule violations for
FY2001, FY2003, and FY2004. Although the School District was unaware of the guidance in the
MasterMind case, they were aware of the conflict of interest and took all proactive measures required
under Oregon law and their procurement guidelines to address the conflict and preserve competitive
bidding as required. There is no evidence in the record to support either a theory that the taint from
FY2001 carried over to FY2003 or FY2004, or that there was not competitive bidding for contracts
with the School District because service providers thought the “fix was in” for Mr. Arbogast.
Indeed, the record reflects that many service providers were requested to, and did, bid on contracts
during the School District’s competitive bidding processes for each funding year.

Given the lack of evidence of any other rule violations, the most USAC should have sought to
recover from the School District is the $262,705 for the FY2001 contract with ABS. Instead,
however, the School District and Morrow Development have been placed in the untenable position
of having to prove a negative — that there were no other rule violations for FY2001, FY2003 and
FY2004 so that they do not have to return $3.7 million in funding. The Commission has made clear
that it is impermissible to deny funding requests without sufficiently examining whether the
Commission’s rules were actually violated due to improper third-party participation in the applicants’
competitive bidding process.”’ In the Academy of Careers decision, the Commission ruled that USAC
cannot “presume” a violation of competitive bidding rules; it must prove violations.” Because there
is no evidence in the record of any violation other than the regrettable and unintentional violation in
FY2001, with respect to one small contract, there is no legal basis for USAC to seek recovery of any
funds other than the $262,705 value of the ABS contract for FY2001.

Although the School District, in hindsight, recognizes that there was an unintentional yet per se rule
violation with respect to its FY2001 contract with ABS, a waiver with respect to this violation is
warranted based on the Commission’s precedent of granting waivers in similar situations where
school personnel with limited E-rate experience unintentionally committed an E-rate violation
despite good faith efforts to comply. The record further reflects that there was no intention to
defraud the E-rate program and that neither Mr. Arbogast nor ABS made a profit from providing
services to the School District.

20 See Request for Review by Academy of Careers and Technologies, San Antonio, TX, et al., Order, 21 FCC Red 5348, 9
1, 6-7 (2006).

21 14, 9 6.

10
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As always, we are available to answer questions and provide additional information.

Respectfully submitted,

/s/
Jennifer L. Richter
Benjamin C. Bartlett
Patton Boggs LLLP
2550 M Street, NW
Washington, DC 20037
(202) 457-5666
Counsel to Morrow County School District
and Morrow Development Corporation

cc:
Regina Brown
Trent Harkrader
Lisa Hone

Ray Baum

Brian MacDonald
Jayme White

Jetf Michels
Adrian Andetrson

4842-2262-3511.

11
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July 21, 2011

Marlene H. Dortch, Secretary

Federal Commumnications Commission
Office of the Secretary

236 Massachusetts Avenue, NE, Suite 110
Washington, DC 20002

Re: In the matter of Request for Review by Morrow County School
District of Decision of Universal Service Administrator

CC Docket No. 02-6; CC Docket No. 96-45

Reqguest for Review

Reduest for Waiver

Applicant Name: Morrow County School Dist | 1
Billed Entity Name: Morrow County School Dist |
Billed Entity Number: 145127

471 Application Numbers: 254806 and 247557
Funding Request Numbers: 633073, 633208, 628103, 627104,
628321,628701. 628804, and 629069

Dear Secretary Dortch: _

This firm represents the Morrow County School District (Oregon) ("MCSD"). On behalf
of our client, we hereby supplement our appeal to the Federal Communications Commission
("FCC") regarding the June 28, 2007 decisions of the Schools and Libraries Division ("SLD™) of
the Universal Service Administrative Company ("USAC"). We also request a waiver of relevant
FCC policy, rules and/or deadlines.

I. PROCEDURAL BACKGROUND

In Commitment Adjustment Letters dated March 8, 2007, USAC notified MCSD that t
would seek rescission of $1.45 million in funds disbursed in Funding Year 2001 for the Funding
Request Numbers ("FRNs") cited in those letters. See Ex. 1 (Notification of Commitment
Adjustment letters). On April 25, 2007, the MCSD Superintendent, without the benefit of
counsel, submitted to USAC written appeals of USAC's Notification of Commitment Adjustment

letters. See Ex. 2 (Letters of Appeal from MCSD to USAC re: Notification of Commitment
7
L



Marlene H. Dortch, Secretary
July 21, 2011
Page 6

As noted, MCSD is located in a remote and rural arca of Oregon. Due io its rural
location and the relatively small student population in the school district. during the early years
of E-rate there were very few technology companies that were interested in bidding on MCSD's
proposed E-rate projects. See Ex. 28 (Anderson Decl. at f21). MCSD did not have many
computer users, and consequently, did not have the large technology projects that would attract
technology companies. During the first few years of the E-rate program, MCSD never received
any unsolicited bids in response to its Form 470 postings. Se¢ Ex. 28 (Anderson Decl. at $22).

[n order to comply with Oregon state law and MCSD policy, MCSD posted its E-rate call
for bids in the local Oregon newspaper. See Ex. 28 (Anderson Decl. at §23): Ex. 14
(Announcement for call for bids published in Heppner Gazette-Times, January 10. 2001). This
method seldom resulted in bid responses. See Ex. 28 (Anderson Decl. at §23). Hence, MCSD
had to affirmatively contact E-rate service providers for bids because in the relevant time period,
MCSD always received fewer than the three bids strongly advised by Oregon state law.* See Ex.
28 (Anderson Decl. at §24); Ex. 20 (Oregon Revised Statute § 279C.414).

6. Fuced with 2 Shortage of Bidders, and Believing in Good Faith that AUS Could
Permissiblv Bid on MESD's E-Rate Needs, MCSEH Requested Bids from ABS

Faced with a shortage of E-rate service providers that were interested in bidding on
MCSD projects, the school district did not have many options if it wanted to participate in the E-
ratc program. Due lo the remote location of the school district. there was a period of time when
ABS was the only Cisco-authorized partner in Morrow County. See Ex. 28 (Anderson Decl. at
425). The fact that ABS was the only Cisco authorized partner was significant because Cisco
held the patent for the routers that MCSD required. See, id. Hence. as one of the only
companies able or willing to provide services to MCSD, ABS was approached by the school
district to bid on MCSD's E-rate projects. See Ex. 28 (Anderson Decl. at 129).

Betfore placing any bids on behalf of ABS, and to ensure that ABS could permissibly bid
on MCSD's E-rate projects, Mr. Arbogast met with MCSD employees including MCSD Business
Manager Rhonda Lorenz to discuss the applicable competitive bidding rules in place at the time.
See Ex. 29 (Lorenz Decl. at §14). Mrc. Arbogast and Ms. Lorenz reviewed the Oregon Revised
Statutes on competilive bidding as well as relevant MCSD policies on conflict of interest and
purchasing.” After these meetings. Ms. Lorenz believed that ABS could properly bid on MCSD
projects. See Ex. 29 (Lorenz Decl. at §15). Ms. Lorenz discussed the issue with Superintendent
Anderson, and he saw no prehibition on ABS bidding on E-rate work for MCSD. See Ex. 28
* Oregon Revised Statutes § 279C 414 does not require three bids if three quotes are 0ot reasonably availuble, but
does require the contracting ageacy to make a written record of the effort made to obtain the quotes. USAC rules al
the time did not require a minimunm number of bids. 1 onc or no bids were received, so that no comparison cun be
made. the SLD suggested that the applicant prepare a "memo Lo file” noting the posting of the Foom 470 and the lack
of competing bids. hwip s eoralecunt s S ZOUR woekby news JO0X_DTGT ap
' E-rate rules in place at the time (47 C.F.R. §34.504) required comphance with state and local competitive bid

fcomiarchive Nowes N

requirements. See kx. 21,

fH
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DECLARATION OF BRUCK ANDERSON

Bruce Anderson, declure under oath, pursuant to 28 U.S.C. § 1746 and 47 C.F.R. §

1 was the Superintendent of the Morrow County School District ("MCSD") from July
1, 1999 until June 30, 2002, when 1 vetired. 1 um a resident of the State of Oregon
and am more thun 18 years of uge,

1 make this Decluation based upon facts within my personul knowledge and a review
of relevant records of the MCSD,

After being drafted into the U.S. military, [ worked for several years in u series of
small (at the time) towns in Northern California, 1 was an agriculture instructory a
vocational educator in Modesto, Californiay the assistant 1o the Superintendent in
Shasta County, Culiforniu; and a School Adminiswrator in Redding, California.

Then, | worked as a Superintendent in Oregon public schools for 23 yeurs, from 1979
to 2002. | held the following Superintendent positions: Advisn, Oregon lrom 1979-
1982; Colion, Oregon from 1983-1988; Tillamook County, Oregon from 1988-1992;
Crovk County, Qregon trom 1992-1999; and finally, Morrow County, Oregon tfrom
1999.2002. All of these school districts were, at the time, small and relatively royal.

[ retived from MCSD in 2002, and am still retived,
Hiring of Nate Arbogast

Mr. Arbojust was hired by MCSI in 1996, which was before 1 became
Superintendent in 1999, The then-current MCSD Superintendent, Charles ("Chuock”)
Sturr hired Mr, Arbogust,

Former Superintendent Starr is now deceused,

Based on my review of MCSD filex, Mr. Arbogast submitted hix resume und cover
letter in response to an udvertisement lor the Technology Coordinator position, and in
his cover letter, he informed MCSD that he owned his own technology company,
Arbogust Business Sevviees ("ABS"), See Exhibit 22 (Letter from Nute Arbogast (0
Julie Ashbeck, Personnel, MCSD, May 9, 1996).

Based on my review ot his personnel lile, MCSD hired Mr. Arbogast according 10
normal MCSD procedures. The MCSD Board approved Mr. Arbogast's hiring at the
school howd meeting of June [0, 1996, Ser Exhibit 23 (Arbogust Empioyment
Contract, aigned by Superintendent Starr on 7/10/96 und by Scott Bausku, Chairman
ol the Board an 7/8196).




10.

Mr. Arbogast reported o the MCSD Superinteadent.  Prior o my term as
Superintendent, Mr, Arbogast reported to Supetintendeot Charles Starr, who was the
Superintendent from 1996 10 1999,

. During the time My, Arbogast reported to me, from 1999 to 2002, 1 believed that Mr.

Arbogast was extremely qualilied Tor the position he held, He had fur more compurer
expericnce than anyone else who worked for MCSD. 1 personally had very little to
no expertise in computers, technology or the Internet. My low level of computer
lileracy was prelly consistent with most public school educators in our part of rural
Oregon at that time, which was about 12 yeuars ago.

At the time T was Superintendent, 1 believed that MCSD was lucky to huve anyonc on
silT who was as knowledgeuble about compuiers as Mr. Arbagast. Al the time,
qualified individuals such as Mr. Arbogast were very rare in our ruval putt of the
state. Mr. Arbogust was verv hard-working, und I believe, truly dedicated to bringing
internet technology (0 MCSD. fle was from our part of the state, us was his family,
andl lived bere with his wile and children,

. When | was hired us Superintendent, 1 was (old that Mr, Arbogast owned his own

technology company, ABS.
l-rate
Al the time | became MCSD Superintendent in 1999, MCSID wus ulreudy

participating in the E-rate program. C-rate was a new program, having just sturted the
yeur before, in 1998,

. The first tirne MCSD participated in the E-rate program was in (998, the year before |

wis hired us Superintendent. The st year MCSD participated in E-rale was about
two years after Mr. Arbogast was hired by MCSD ax Technolugy Coordinutor,

. From my perspective, E-rate was  very complex program, und very few of us in the

public schools in our part of Oregon knew much abounr it, When | resigned from my
prior Supesintendent position in Crook County Sehiool District, Oregon, they hud not
yeu hegun (0 participate in E-rate, or if' they did, ! wus not involved in the process.
Crook County, Oregon was also a vural school district.

C A Superintendent ol MCSD, | Functioned as the school distriet's Chiel Executive
P

Olticer und had general supervisory responsibilities over all schools and emptoyees,
As such, nuy responsibilities were very broad and diverse. It would have heen
tmpossible for me to attain in-depth knowledge of B-rate and still fullill my other
traditionu) responsibilities as Superintendent,  Thus, 1, and everyone else wt MCSD
relied heavily on Mr. Arbogast, as Technology Coordinator, for his knowledge of the
B-rale progran,

o




21,

24,

.1 had confidence in Mr. Arbogast's knowledge of E-rale, and belicved that Mr,

Arbogast tried 10 understand and keep MCSD informed of the evolving E-rate rules

. During my tenore as Superintendent, § believed that MCSD was in full compliance

with alf state, tocal and E-rute rules.

. One of Mr. Arbogast’s tasks as MCSD Technology Coordinator was (o assess the

technology needs for MCSDY euch year.  Another task was to fill out and submit
MCSD's Farms 470, It only mude sense that Mr. Arbogast was listed as MCSD's
contact purson on the Form 470, He was the most knowledgeable person ar MCSD
regarding MCSD's technology plan, and he was MCSD's Technology Coordinator,
and the MCSD employee iesponsible for day~to-day Berite uetivities. [t would not
have mads sense for MCSD 10 list another MCSD employee us the Form 470 contact
persoen.

MCSD is located in « remote and rural aven of Oregon. Due to our rural focaton and
the relatively small size of our schoo! district, there were very tew technology and
laternet companies that were willing or uble 10 work with the school district at the
time. Some companies would not deal with MCSD becyuse MCSD did not have
enough (compucer) users, und there simply was not enough revenus to be made in
MCSD for bigger firms, U was always an uphill battle attracting E-rate service
providers.lo MCSD.

2, During the tirst few years of the E-vte program, MCSD never received any bids in

response (o its Form 470s,

23. tn compliance with Oregon state faw and MUSD poticy, MCSD included o call for

bids for T rate eligible products and servicey in the tocal newspaper. This method
seldon resulted in bid responses.

To comply with Oregon state luw on purchastng, and in order to ensure that MCSD
reccived the hest prices, il three bids were not received, MCSD would contuct eligible
Service Praviders o request a4 quote,  See Bahibit 20 (Orcgon Revised Stalutes §
279C.4 14y Mr. Arhogast perfarmed this role.

25. When the E-rate program begun in 1998, ABS was the only Cisco-authorized partner

in Morrow County. At the thne. Cisco held the patent tor the routers requised by
MCSD. Additionuly, as noted, there were very few technology compinics willing ar
able (@ bid non MCSD work.

26. AL the time, Oregon law and MCSD policy both provided the provedures requived

when i« MCSD employee sought to contract with the school distriet, The wmployee is
reguired o publicly wnnounce the conthicy of imerest und exclude himyell From any
decision-niaking responsibility related o the requested products and/or services. M,
Arhogast Followed this procedure for bids subinitted by ABS,




29,

- Additionalty, the MCSD Purchasing Policy stated that MCSD could not exciude ABS

from submitting a bid just because Mr. Arbogast was 4 MCSD employee, as Jong as
the potential conflict of interest was disclosed, which it was, See Exhibit 9 (Morrow
County School District policy, "District  Purchasing”, paragraph 12, adopled
FO/12/98).

.1 discussed the issue of whether ABS could permissibly bid on MCSD E-rate work

with Rhonda Lorenz, the MCSD Business Manager. We agreed that there wus no
prohibitica on ABS bidding on E-rate work or non-E-rate work for MCSD.

As such, MCSD solicited quotes and bids from ABS for both B-rate cligible and non-
E-rate eligible products and services, Mr. Arbogast informed the County School
District Bourd of the polential conflicts of interest und MCSD made all necessary
efforts lo exclude Mr. Arbogast from the bid reading and selection process. See
Exhibit 26 (August 20, 2001 Minutes from Executive Session Board Mesting, Nule
Arhogast’s Presentation 1o the Board).

At the time, | reviewed documents from ABS that praved (o my satisfaction that ABS

was not muking a profit on the E-twte products/services it provided 1o MCSD,

- Atall times during my tenure us MCSD Superintendent, MCSD's E-rate competitive

hidding process, including vendur selection und contraer award decisions, wis
ultimately controlled by me in my role us the MCSD Superintendent and the Morrow
County School District Board. At no time did | or MCSD relinguish conuo! of the
bidding process to Mr, Arbogasl. Mr. Arbogast was un employes of MCSD- who
reported 1o me. Although Mr. Arbogast prepared the E-rate puperwork and performed
the: legwork due to his position as MCSI's Technology Coordinator, he was oot the
decision maker on vendor selection or contract awards.

Funding Year 2000

32.

34.

During Funding Year 2000, aller receiving no bids from either the posting af the
Form 470 or the newspuper advertiscient calling tor bids, MCSD asked ABS 1o bid
on an B-rate eligible high speed internet project for MCSD.

+ In Funding Year 2001 the bid reccived from ABS was the lowest, followed by the bid

received from Morrow  Development -Corporution (“MDC™). MCSD also solicited
bics trom Qwest and UUNET.

At the time, 1 did not know that it would be an E-nste rules violation lor ABS to bid
on E-rate products and services. To my knowledge, no one within MCSD knew thar
this was u problem. | believed MCSD was in compliunce with Orepon and MCSD
pohicy, and was not awure of any other rule that would prohibit thix, So, the MCSD
Bourd and | evalualed the bids received und chose ABS s the vendor for the high
speed intermnet accesy project.




3s.

36.

37.

38,

On Junuary 18, 2001, MCSD filed a Form 470 (or Funding Yeur 2001, which
included the contract for high speed interner with ABS, See Exhibit 18 (MCSD
Funding Year 2001 Formns 471).

Before completing any of the contracted-for services, ABS intormed MCSD that it
would not be able to complete the project. My understanding was that ABS was not
big enough, with enough cupital to do ull of what MCSD needed.

MCSD sought oot a replucement company for the high-speed jnernet access project.
MDC was the only interested company able to meet the school district’s needs. On
August 20, 2001, MCSD enrered into an agreement with MDC to complete the high
speed internet access project. See¢ Exhibil 30 (Agrecment between MCSD and MDC
for High Speed Internet. Access Project).

On Qetober 11, 2001, MCSD contucted USAC requesting a SPIN change for the high
speed internet aceess project from ABS to MDC, See Exhibit 16 (Letter from MCSD
to USAC re: Spin Correction Request),

{ declare under penalty of perjury that the firegoing is tfrue und correct.

Exccuted on | 2 bk Z L2011,

P

Bruce Anderson
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PUBLIC NOTICE
STATEMENT OF
NONDISCRIMINATION
Umatilla Electric Cooperative
has filed with the Fc‘derat
Government a  Comphance
Assurance in which itassures the

Rural _ Electrification
Administration  that it wall
comply fully with all

requirements of Title VIof the
Civil Rights Act of 1964 and the
rules and regulations of the
Department of Agriculture issued
thereunder, to the end that no
person in the United States shall,
on the grounds of race, calor, of

national origin, be excluded from

participating in, be denied the
benefits of, or be otherwise
subjected to discrimination in the
conduct of its program and the
operation of its facilities. Under
this assurance, this organization
is committed not to discriminate
against-any person on the ground
of race, color or national origin
in its policies and practices
relating to applications for
service, use of any of its
facilities, attendance at and
participation in any meetings of
Beneficiaries and Participants in
the conduct of the operations of
this organization. Any person
who believes himself, or any
specific class of individuals, to
be subjected by this organization
to discrimination prohibited by
Title VI of the Act and the rules
and regulations issued thereunder

may, by Thimself, or 2
representative, file with the
Secretary  of  Agriculture,

Washington, D.C., 20250, or the
Rural Utilities Service,
Washington, D.C.. 20250, or this
organization, or all, 8 written
cornplaint, Such complaint must
be filed not later than 90 dfsys
after the alleged discrimination,
or by such later date to which
extends the time for filing.
Identity of complainants will be
kept confidential except to the

FAX

SERVICE

Send or Recelve
Heppner Gazette Times
676-9211

PUBLIC NOTICE
ANNOUNCEMENT FOR
CALL FOR BIDS

Bids for High Capacity Internet
Service for Morrow County
School District will be received
at the District Office, 270 W
Main, Lexington, Or 97839 until
2:00 p:m., January 12, 2007. At
this time, all bids will be publicly
read aloud. Bid documents may
be obtained at the District Office
in Lexington, OR, Monday
through Friday from 8:00 a.m.
until 4:30 p.m, Scope of work
called for in this project shall
include, but is not limited to all
necessary crafly required by the
nature of the specific project.
Momow County School District
may rejeet any bids not in
compliance with all preseribed
public bidding procedures and
requirements and may reject for
good cause any and all bids upon
a finding of the district that 1t i3
in the public interest to do so.
Bruce’N. Anderson
Superintendent,

Morrow County School District
Published: January 10, 2001

PUBLIC NOTICE
NOTICE OF REVENUE
BOND AUTHORIZATION

NOTICE IS HEREBY GIVEN
that the Board of Directors of the
Morrow Caounty Health District,
Morrow County, Oregon (the
"District”), adopted Resolution
No. 50-1200 on December 21,
2000  (the "Resolution”),
authorizing the issuance of
revenue bonds. The bonds will be
issued to finance a portion of the
costs of (1) refinancing certain
outstanding obligations of the
District previously incurred by
the District o nav oneratine

—

FAX
PAPER

Gazette-Times » 676-9228

PUBLIC NOTICE
MORROW COUNTY
LAND USE HEARING

THE MORROW COUNTY
PLANNING COMMISSION will
hold the following hearing of
public interest on Monday,
January 22, 2001, at 7:30 p.m, at
the Morrow County Schoal
District Building in Lexington,
Oregon. )

Second Public

Use

of Three
Hearings:  Conditioral
Request CUP-3-155  and
Comprehensive Plan,
Amendment, Miller & Sons
Excavating, applicant, Marvin
Padberg, owner. Property is
described as tax lot 3501 of
Assessor's Map. 1S 24 and is
located four miles south of Jone
and approximately two miles
west of the junction of Rhea
Creek Road and Morter Lane.
Request is to allow the operation
of a rock crusher and stockpiling
of crushed rock operation of a
portable concrete plant and
portable asphaltic bateh plant and
to amend the Aggregate
Resources  Inventory of the
Comprehensive Plan. Criteria for
approval include  Zoning
Ordinance Sectien  6.050(9),
Oregon Administrative Rule 660-
23-180.

Copies of the staff report and
all relevant documents will be
available on January 12, 2001,
For more nformation please

contact Tamra Mabbott or
Wendy Kirkpatrick  at  the
Morrow  County  Planning

Department at 922-4624 or 676-
5650.

Published: January 10, 2001
Affid

PUBLIC NOTICE
The Emergency Food and
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EXHIBIT 2




October 11, 2001

Spin Correction Request
Schools and Libraries Division
Box 125 - Correspondence Unit
100 S. Jefferson Road
Whippany, NJ 07981

RE: Application Number 254806

To Whom it May Concern:

Morrow County School District would like to request a change of service providers.

One of our service providers — Arbogast Business Services & Computers, Inc., has informed us
that they will not be able to perform the work they had contracted for our district. This service
provider has a SPIN of 143011380. As of October 11, 2001 none of the work that this provider

had contracted for has been completed.

The FRN that Arbogast Business Services and Computers, Inc. had contracted for was:

FRN # Pre-Discount Cost | Discounted Cost Total Pre-Discount Completed I
633208 $320,372.00 |  $262,705.04 | $0.00
We are requesting the following change in service providers for this FRN 633208, from Arbogast
Business Services and Computers (SPIN#143011380) changed to Morrow Development

Corporation (SPIN# 143023033). Morrow Development Corporation was the second lowest
bidder for this project.

—— e

. FRN # Origmal SPIN | Requested SPIN New SPIN Name Pre-Discount
Amt.
633208 143011380 143023033 Morrow Development $320,372.00
Corporation

If you have any questions please contact us as soon as possible so that we may proceed with this
contract before the deadline.

Sincerely,

Nate Arbogast

Technology Coordinator
NA/ts

Cofy
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Universal Service Administrative Company
Schools & Libraries Division

Administrator’s Decision on Appeal - Funding Year 2002-2003
January 22, 2003

Bruce Anderson

Morrow County School District
P.O.Box 368

Lexington, OR 97839

Re:  Billed Entity Number: 145127
471 Application Number: ~ 319037
Funding Request Number(s): 850964, 851063
Your Correspondence Dated: June 27, 2002

After thorough review and investigation of all relevant facts, the Schools and Libraries
Division (“SLD”) of the Universal Service Administrative Company (“USAC”) has made
its decision in regard to your appeal of SLD’s Year 2002 Funding Commitment Decision
for the Application Number indicated above. This letter explains the basis of SLD’s
decision. The date of this letter begins the 60-day time period for appealing this decision
to the Federal Communications Commission (“FCC”). If your letter of appeal included
more than one Application Number, please note that for each application for which an
appeal is submitted, a separate letter is sent.

Funding Request Number: 850964, 851063
Decision on Appeal: Denied in full

o In your letter of appeal you have stated that the SLD's conclusion that service
provider information is included on your Form 470 # 910380000374969 is materially
incorrect. The contact person listed on Form 470 # 910380000374969, Mr. Nate
Arbogast, is a school district employee and represents the district as Technology
Coordinator. In this capacity Mr. Arbogast is responsible for completion of all E-rate
documentation. At no time during the E-rate process for Funding Year 2002 has Mr.
Arbogast ever worked for or represented a service provider while serving his job
duties as Technology Coordinator. You acknowledge that Mr. Arbogast is formerly a
part owner of ABS Computers, which at the time this Form 470 was filed, was owned
by Mr. Arbogast's spouse, Mrs. Chandra Arbogast. Mr. Arbogast has ceased his
involvement with ABS as of 8/01/2002, and the company has fully ceased operations
as of 4/26/2002. You further state that due to the district’s location, ABS is the only
entity located within the county authorized to sell specific products (Cisco) to the
district. Mr. Arbogast has openly declared the conflict of interest to his supervisor,

Box 125 — Correspondence Unit, 80 South Jefferson Road, Whippany, New Jersey 07981
Visit us online at: http://www.sl.universalservice.org



has worked at all times with another employee to solicit quotes, and has no final
authority to award contracts. You assert that the district has followed applicable state,
local, and SLD guidelines and have quoted SLD instructions, " Applicants must
comply with ant applicable state or local requirements when participating in the
competitive bidding process...". While the district tries to limit situations in which a
conflict of interest may arise, the rural nature and demographics of your area preclude
that there are instances where this will occur. In such cases, state and local procedures
are observed. As the contact persons relationship to his spouse is not evidence in
itself of a competitive bidding violation, and the district has followed the State of
Oregon Public Contracting law which establishes clear precedent and ethical
procedures for handling situations where an employee may be involver or have
knowledge of a conflict, you have urged the SLD to reconsider this decision. You
have also included a letter of explanation from Mr. Nate Arbogast with your appeal.

Information obtained during the review of your FCC Forms 471 indicates that Mr.
Nate Arbogast was the contact person for the Form 470 cited on the funding request.
The FCC Form 498 for ABS Computers. (ABS) indicates that its SLD contact is Nate
Arbogast .

USAC has not received a revised FCC Form 498 from ABS requesting that the SLD
contact be changed from Nate Arbogast .

FCC rules require applicants to seek competitive bids and in selecting a service
provider to carefully consider all bids.! FCC rules further require applicants to
comply with all applicable state and local competitive bidding requircments.z In the
May 23, 2000 MasterMind Internet Services, Inc. (MasterMind) appeals decision, the
FCC upheld SLD’s decision to deny funding where a MasterMind employee was
listed as the contact person on the FCC Form 470 and MasterMind participated in the
competitive bidding process initiated by the FCC Form 470.> The FCC reasoned that
under those circumstances, the Forms 470 were defective and violated the
Commission’s competitive bidding requirements, and that in the absence of valid
Forms 470, the funding requests were properly denied 4 Pursuant to FCC guidance,
this principle applies to any service provider contact information on an FCC Form
470 including address, telephone and fax numbers, and email address.

Conflict of interest principles that apply in competitive bidding situations include
preventing the existence of conflicting roles that could bias a contractor’s judgment,
and preventing unfair competitive advantage.” A competitive bidding violation and
conflict of interest exists when an applicant’s consultant, who is involved in
determining the services sought by the applicant and who is involved in the selection

' See 47 C.F.R. §§ 54.504(a), 54.511(a).

2 See 47 C.F.R. § 54.504(a), (b)(2)(vi).

3 See In re MasterMind Internet Services, Inc., CC Docket 96-45, 19 (May 23, 2000).
4 See id.

5 See, e.g., 48 C.ER. § 9.505(a), (b).

Box 125 — Correspondence Unit, 80 South Jefferson Road, Whippany, New Jersey 07981
Visit us online at: http:/www.sl.universalservice.org



of the applicant’s service providers, is associated with a service provider that was
selected.

e The FCC Forms 471 that were submitted to SLD pursuant to the Form 470 violate
FCC competitive bidding requirements because Nate Abrogast’s association with
ABS and with the school district is a conflict of interest. Neither ABS nor Nate
Abrogast have sought to formally change this information. F urthermore, we find that
SLD's contact records for ABS Computers show Mr. Abrogast as the contact for ABS
Computers with the telephone # of 541-989-8260. As this telephone number is billed
to the Morrow County School District per a phone bill you have submitted, this
contradicts your assertion that Mr. Abrogast had separated his duties for the district
and ABS Computers. You have also argued that the district has followed state and
local procurement rules as per SLD requirements, and that these rules allow for
district employees or their family members to enter into contracts with the district as
service providers. However, FCC rules are clear in that the SLD's requirements are in
addition to those set forth in state and local procurement laws. Therefore, while the
district may be in compliance with state and local procurement laws, it has still
violated FCC rules. You have also stated that ABS Computers has ceased its
operations as of 4/26/2002 and that you have requested a SPIN change for this service
provider months before you received your Funding Commitment Decision Letter.
However, the SLD has no record of a request for a SPIN change for any of your
Funding Year 2002 Form 471 applications since the filing of this Form 470.

If you believe there is a basis for further examination of your application, you may file an
appeal with the Federal Communications Commission (FCC) via United States Postal
Service: FCC, Office of the Secretary, 445-12" Street SW, Washington, DC 20554. If you
are submitting your appeal to the FCC by other than United States Postal Service, check the
SLD web site for more information. Please reference CC Docket Nos. 96-45 and 97-21 on
the first page of your appeal. The FCC must RECEIVE your appeal WIT HIN 60 DAYS
OF THE ABOVE DATE ON THIS LETTER for your appeal to be filed in a timely
fashion. Further information and new options for filing an appeal directly with the FCC
can be found in the “Appeals Procedure” posted in the Reference Area of the SLD web site,
www.sl.universalservice.org.

We thank you for your continued support, patience, and cooperation during the appeal
process.

Schools and Libraries Division
Universal Service Administrative Company

Box 125 — Correspondence Unit, 80 South Jefferson Road, Whippany, New Jersey 07981
Visit us online at: hifp.//www.sl.universalservice.org
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Morrow County School District
High Speed Internet Access RFP

Bids for High Capacity Internet Service for Morrow County School District will be
received at the District Office, 270 West Main, PO Box 368, Lexington, Oregon 97839
until 11:00 a.m., January 17, 2003. At this time, all bids will be publicly read aloud. Bid
documents may be obtained at the District Office in Lexington, OR, Monday through
Friday from 8:00 a.m. until 4:30 p.m. Scope of work called for in this project shall
include, but is not limited to all necessary crafts required by the nature of the specific
project. For further information please call Tami Sneddon at 541-989-8202. Morrow
County School District may reject any bids not in compliance with all prescribed public
bidding procedures and requirements and may reject for good cause any and all bids upon
a finding of the district that it is in the public interest to do so.

Please include all local loop, POP, Port, inter and intra lata pricing, construction,
equipment and or any other costs for complete end to end provisioning of Internet Access
at the requested levels. All pricing should be listed as either “one time non-recurring” or
“monthly-recurring”.

Quotes for High Speed Internet access are being requested at the following four levels:
T1, DS3, OC3, OCI12 or greater. Ethernet rates are acceptable, but must be comparable
to rates for trunked service.

High Speed Internet Access service must be delivered to all school district sites listed on
the “High Speed Internet Access RFP Pricing Matrix”. Internet service must be delivered
to the appropriate point of demarcation as specified by Morrow County School District.
Service levels which may be unavailable should be listed as “unavailable” under the
appropriate recurring or non-recurring category. Quotes for which pricing is not included
at all levels or for which the service provider has not indicated the availability of such
service will not be considered as complete.



High Speed Internet Access
RFP Pricing Matrix

SITES: T1 Cost TI Cost DS3 Cost | DS3 Cost | OC3 Cost | OC3 Cost 0C12 ocCl2
Non- Monthly Non- Monthly Non- Monthly Cost Cost
Recurring | Recurring | Recurring | Recurring | Recwring | Recurring | Non- Maonthly
Recurring | Recwrring
Heppner
Elementary
235 E. Stansbury
Heppner, OR
97836

(541) 676-9128

Heppner High
School

| Morgan Street
Heppner, OR
97836

(541) 676-9138

Ione Schools

I Spring Street
Ione, OR 97843
(541) 422-7131

Riverside High
School

210 Boardman
Avenue
Boardman, OR
97818

(541) 481-2525

Sam Boardman
Elementary

300 West Wilson
Lane

Boardman, OR
97818
(541)481-7383

Columbia Middle
Schools

315 East Wyoming
Irrigon, OR 97844
(541)922-5551

A.C. Houghton
Elementary

1 105 North Main
Avenue

Irrigon, OR 97844
(541) 922-3321

Morrow County




School District
270 W. Main
Lexington, OR
97839

(541) 922-3321

* Please include pricing for all levels of Internet Access Service. Service Levels which
may be unavailable should be clearly marked as “unavailable or n/a”.




TO: Heppner Gazette Times

FROM: Tami Sneddon, Technology Secretary
DATE: November 27, 2002

RE: Public Notice

Bill to:

Purchase Order # P1589
Morrow County School District
PO Box 368

Lexington, OR 97839
541-989-8202, ext. 2019

Please publish once on December 4, 2002.

ANNOUNCEMENT OF CALL FOR BIDS:

Bids for High Capacity Internet Service for Morrow County School District will be
received at the District Office, 270 West Main, PO Box 368, Lexington, Oregon 97839
until 11:00 a.m., January 7, 2003. At this time, all bids will be publicly read aloud. Bid
documents may be obtained at the District Office in Lexington, OR, Monday through
Friday from 8:00 a.m. until 4:30 p.m. Scope of work called for in this project shall
include, but is not limited to all necessary crafts required by the nature of the specific
project. For further information please call Tami Sneddon at 541-989-8202. Morrow
County School District may reject any bids not in compliance with all prescribed public
bidding procedures and requirements and may reject for good cause any and all bids upon
a finding of the district that it is in the public interest to do so.

Jack H. Crippen, Ph.D.
Superintendent
Morrow County School District

AR0069



Morrow County School District

JACK H. CRIPPEN, Ph.D. P. 0. Box 368 RHONDA LORENZ
Superintendent Lexington, OR 97839 Deputy Clerk
Phone (541)989-8202 Business Manager
Fax (541)989-8470
JJULIE ASHBECK

" Administrative/Board Secretaty

" January 27, 2003

Gary Neal

Morrow Development Corporauon
PO Box 200

Boardman, OR 97818

Dear Gary:

After reviewing your bid for the OC 12 High Speed Intemet access and installation, we
have accepted your bid in the amount of $1,963,200.00. We are awarding you a contract
‘based on your bid and contingent upon availability of funding.

We look forward to working with you.

Sincerely,

/éa H. Crippen Ph. D.
uperintendent

ﬁw %/ Dm,/—-za"wo_?

Gary Neal
Morrow Dgfelopment ration




Morrow County School District

JACK H. CRIPPEN, PLD. P. O.Box 368 RHONDA LORENZ
Superintendent/Clerk Lexington, OR 97839 Deputy Clerk
] Phone (541)989-8202 Business Manager
. JULIE ASHBECK Fax  (541)989-8470
" Admipistrative/Board Secretary

Personnel Director

Year 6
2003-2004

Morrow Development Corporation
" Attn: Gary Neal

PO Box 200

Boardman, OR 97818

Dear Mr. Neal:

T write to confirm our previous conversation and correspondence xegarding Morrow
County School District’s intent to award Morrow Development Corporation a contract
for monthly OC 12 high speed internet access and installation costs for eight sites. This
award is based on Morrow Development Corporation’s binding offer to provide these
itenns to Morrow Connty School District at the price of $1,963,200.00. As you know, this
contract award is wholly contingent on Morrow Comty School District’s ability to obtain
funding. Morrow Development Corporation’s binding offer will remain open until a final
funding decision is reached, no later than June 30, 2004.

Sincerely,

Jack H. Crippen, Ph.D.

Morrow County Schools, in parmership with families and commmities, provide each swident the opporrum‘g}
to develop vulues, Inowledge, skills and self-confidence to become life-long learners and responsible citizens.



Morrow County School District
Three Price Bids

Ttem and Description:

Monthly OC 12 High Speed Internet Access and installation costs for 8 sites.
Specifications supplied by the District X yes ____mo
Supplier: |

'~ (1) Morrow Development Corporation $ 1,963, 200.00
‘Address: PO Box 200, Boardman, OR 97818 Phone: 541-481-2679

Contact person: Gary Neal, Registered Officer

(2) Centurytel $ Note: Did not quote OC 12 Internet Access

' because OC12 service unavailable.

Phone 888-665-4146

Contact person: Jon R. Farthing, Account Manager

(3) Qwest  § Note Did not quote OC 12 Internet Access
because OC 12 service unavailable.

Address: 421 SW Oak Street , Portland, OR 97204

Contact person: Mark Kaczmarek, Account Manager

Comments: Only received one quote for OC 12 Internet Access. Al other vendors did not
have services available at the OC 12 level.

District representative securing quolationst% )A/)u_d_o% / / /7 /‘;«a 03
' Name 1

Date

Above Contract # C0304-01 awarded to Morrow Development Corporation.

MM% ﬂ( /) /)28/0.2

H. Crippen, Ph.D
perintendent
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- Morrow County School District

JACK H. CRTPPEN, PhD, P.0.Box 368 RH;’NPA Lﬁﬁﬂz
__Supesinrendent/Clerk Lexington, OR 97839 nsiness ger
() j Phone 541-989-8202 Deputy Clork
~JLIE ASHBECK Fax  541-989-8470 _
Administrative/Board Secretary JACK JOHNS
Persomel Director : Director of Programs
Year 6
2003-2004
Teleo Wiring & Repair, Inc.
Atta: Dusty Powers
PO Box 2503
Pasco, WA 99302.
Dear Mr. Powers:
1 write to confinm our previous conversation regarding Morrow Connty School District’s
O intent to award Telco Wiring & Repair a contract for PBX, modules and labor for
= ' installation and networking the telephons system. This award is based on Teleo’s

bindingofm'mpmvidsmeseiaenistoMomenuntySchnolDis&ictatthepﬁoeof
$26,592.00. As you know, this contract award is wholly contingent on Morrow County
School District’s ability to obtaia funding. Telco Wiring & Repair's binding offer will
rammnopemun&laﬁmlﬁmdﬁ:gdwisionismched,mhtcrthanhme%, 2004.

Morrow County Schoolk, In parmorship with familles and comumunilies, provide each student the opportunity
to devélop values, knowledge, sdlls and seif-confidence ro becomta life-Tong learners and responsible citizens. -

CUIITTVVE WUF AVUY L. VX DA 044 80P OMIU C IRIKIGL ORI e e . g



w— = mw  momaow o S e mmm e AR M o e meRS M meSbais Akl the

Morrow County School District
Three Price Quotations*

Ttem and Description: for PBX’s (telephone system) for
A_C. Houghton Elementary and Sam Boardmun Elementary
. 2 each Merlin Magix processor

‘8 each 016016 ETR Modules

2 each 412 TDL Module

2 each 800 GS/LS-ID Line Module

2 each 016 Tip/Ring

4 each DSI Modules

2 each 44241.D+ Attedant Console with DSS

2 each expansion cabinet

Specifications supplied by the District X yes  __°_no

Phone# 800-451-2100

"Comments;___ dlvae A Yo P sk Q}M’C& * Q&Qm

District representative securing quohﬁon&&&mm ! Z Rofod
Name Date

'.hboreqnowamrdedwTalcocouﬁngemmponavaﬂabﬂityofﬁmdﬁg.

Tyt e
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Morrow County School District

JACK H. CRIPPEN, PRD. P, 0, Box 368 . REHONDA LORENZ
Superintendent/Clerk Lexington, OR 97839 Deputy Clerk
Phone (541)989-8202 Busincss Manager
L_)uus ASHBECK Fax  (541)989-B470
Administrative/Board Secretary .
Pexsonnel Direcror
Year 6
2003-2004
Attn: Jerry Chinn _
421 SW Oak Street, Rm 720 -
Portland, OR 97204
Dear Mr Chimn:
T write to confirm our previous conversation regarding Morrow County School District’s
/ intent to award Qwest Corporation a contract for the videoconference martiple control
O unit and 2 Cisco IP/VC 3510 video conferencing units. This award is based on Qwest’s
' binding offer to provide these itemns to Morrow County School District at the price of
$23,740.50. As you koow, this contract award is wholly contingent on Morrow County
School District’s ability to obtain fonding. Qwest’s binding offer will remain open until
aﬁna]ﬂmdingdqciﬁonisrea@nd,nohtuﬂnn!mBO,ZOﬂd. '
i
. - O ' Morrow County Schools, in partnership with families and communizles, provide each siudem the opporhunity

to develop vulues, loowledge, skills ond self-confidence to becoms Jife-long leurners and rasponsible citlzeny,
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Morrow County School District
Three Price Quotations*
Jtem and Description:
MCU (Multipoint Control Unit)

2 each Cisco IP/VC 3510 Mig# CIS-IPVC-3510- MCU - Video Conferencing Unit

Specifications supplied by the District X yes no
Supplier:
(1)  Qwest, Jory Chinn ~ $11870.25 each x 2=$23,740.50

Phone # 503-425-5275

)  Education Techrology, Larry Wilkins ~ $11,970.00 cach x 2 = $23,940.00
Phone# ___ 1-800-456-8518

(%)) CDW-G, Riley Rhodes $14,052.48 eachx 2=28105.16
Phone#____ (8661222-4018

Comments: _IO oL r @L.!‘-“-Qf_

Dkﬁctwmﬁwmthm:mwdm l/@q /03

Date

;&bwc quote awarded to Qwest contingent upon availability of funding.
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- Morrow County School District

JACK H. CRIPPEN, PhD. P.O, Bax 368
Superintendent/Clerk Lexington, OR 97839
e Phone (541)989-8202
\_:_JULIE ASHBECK Fax  (541)989-8470
Administrative/Board Secrelary
Persormel Director

Year 6
2003-2004

Qwest Corporation

Attn: Jerry Chinn

421 SW Oak Sireet, Rm 720
Portland, OR 97204

uve

RHONDA LORENZ

Deputy Clegk
Business Manager

I write to confirm our previous conversation regarding Morrow County School District’s
Q mmmmudwmmmammmecmzsw,mmmM
Lxm&_mmwmmxgwmmzzxwmm
connectors, and onel2 G Ethernet switch, This award is based on Qwest’s binding offer
to provide these items to Morrow Comnty School District at the price of $32,686.33. As

youknow,ﬁ:iswmmmwhohymmingmtmmcms

chool District’s

ability to obtain funding. Qwest’s binding offer will remain open uatil a final funding

decision is reached, no later than June 30, 2004.
Sincerely,

Jack H. Crippen, Ph.D.

o

Morrew Counly Schuols, in partnership with families and mm. provide each studanr the opportiadty

10 develop values, knowledge, skills and selfcconfidence: tp become life-long learners and responsible citizens,
1 -



P vy v

T A “Wt.,n..rrzuug__;;g;g;g;rmx 244 DOY OATU MALSENLG L "UrTIVD

Morrow County School District

Three Price Quotations*

Supplier:
Did not want to quote

ampe
\warded mqmmnﬁngmtmonamihbﬂityofﬁmding.
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Morrow County Sc/ioo[ District

JACK H. CRIPPEN, Ph.D. P. 0. Box 368 RHONDA LORENZ
... SuperintendentClerk . Lexington, OR 97839 Depury Clerk
g Phone (541)989-8202 o Business Menager
( h:ﬁns;mncx “Fax (541)989-8470 -

Adwministrative/Board Secretary
Personnel Dircctor

Year 6
© 2003-2004

Uni-Tech Commpuonications
PO Box 1089
Hermiston, OR 97838

Dear Uni-Tech Communications:

I write to confirm our previous conversation regarding Morrow County School Distriet’s
. intemt to award Uni-Tech Communications a contract for LAN/Network wiring for two
O schools. This award is based on Uni-Tech Communications® binding offer to provide
' these itexns to Morrow County School District at the price of $74,000.00. As you know,
this contract award is wholly contingent on Morrow County School Distriet’s abjlity to
obtain funding, Uni-Tech Coxmmunications’ binding offer will remain open until a final
funding decision is reached, no later than June 30, 2004.

Sincerely,

Jack H. Crippen, Ph.D..

O C Morrow County Schools, in portnership with famifies and communitics, provide each student the opporfunily
vo devolop values, knowledge, skitls and self-confidence to becoma life-lang learners and responsible cilizens.

[p— s s . L T e
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Morrow County School District
Three Price Quotations™
Jtem and Description:
LAN/Network Wiring for AC Houghton Elementary
and Sam Boardman Elementary
Specifications supplied by the District X, yes .
Supplier:

(1) Morrow Development Corp  $40,000.00 per site x 2 sites = $80,000
Address: 541-481-7678

(2)  Uni-Tech Communications $37,000.00 per site x 2 sites = $74,000.00
Address: 541-567-8923

(3)  Telco Wiring & Repair, Ine  $37,308.00 per site x 2 sites = $74,616.00
Address:__509-547-4300 ‘

District representative securing quotations: i VEITLY
ame Dste

et




Morrow County School District

JACK H. CRIPPEN, Ph.D. P. 0. Box 368 RIIONDA LORENZ
Supenntendent/Clerk Lexington, OR 97839 Deputy Clerk

Phone  (541)989-8202 Business Manager
JULEE ASHBECK Fax  (541)989-8470

Administrative/Board Secretary

Personncl Direclor

Year 6
2003-2004

Morrow Development Coxporation
Attn: Gary Neal

PO Box 200

Boardman, OR 97818

Dear Mr. Neal:

1 write to confirm onr previous conversation regarding Morrow County School District’s
intent to award Morrow Development Corporation a contract for fiber transcejvers. This
award is based on Morrow Development Corporation’s binding offer to provide these
jtems to Morrow County School District at the price of $6.975.00. As you know, this
contract award is wholly contingent on Morrow County School District’s ability to obtain
funding, Morrow Development Cotporation’s binding offer will remain open until & final
funding decision is reached, no later than June 30, 2004.

Sincerely,
!

Jack H. Crippen, Ph.D.

Morrow County Schooly, in purtnership with families and communities, provide each siudent the opportuniy
ro develup values, knowledge, slalls and self-confidence to become life-Tong learners and responsible citizens.



Morrow County School District
Three Price Quotations*

Item and Description: Fiber Transceivers
Quantity 3 — iMediaCenter/18x-AC 110 - Transceiver chasis
Quantity 4 — iMediaCenter/8-AC — Transceiver chasis
Quantity 10- iMcV-T1/E1/J1, TP Fiber -SM1310 Plus SC transceiver
Quantity 2 — iMcV-T1/E1/J1, TP Fiber —SM1310/LongSC transceiver
Quantity 3 — Redundant Power Supply
Quantity 4 — Rack mount ears

Specifications supplied by the District X_yes no
Supplier:
(1)____IMC Networks $ 6,975.00

Phone # (949) 465-3337  Michell Levitt, Sales Associate

(2)__Computers 4 Sure $ 8.992.90

Phone # www.computers4sure.com

(3)__Morrow Devciopment Coxrp. 5 6975.00

"Phone# 541-481-2679 Gary Neal

Comments: C(Mn,\. o C‘,/i AN _"tt" W‘-ﬁv‘r-g:«) ]:‘.Q._Gﬂ,lonmu A
IR %u i alhd \'\J.-é.‘\'o‘ru\l wd eI A e

District representative securing cp.wtm:icms;ﬂ-gi:’i’/*yv-.,:~ M"\ ! 2 3 0/ (LS
" Name Dat¢

ate

Above quote awarded to Morrow Development Corporation contingent upon availability of

funding.

e 20

52k H. Crippen, Ph.D )/
uperintendent

o =TILE R
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Morrow County School District

JACK H. CRIPPEN, Ph.D. P. 0. Box 368 RHONDA LORENZ

_ Superintendent/Clerk Lexingron, OR 97839 Deputy Clerk
i Phone (541)989-8202 Busivess Manager

N ASHBECK : © Fax  (541)989-8470
Adminisative/Board Secretary
Persormel Director

LN

Year 6
_2003-2004

CDWG
Attr: Riley Rhodes

© National Sales Office
44084 Riverside Parkway
Suite 350
Landsdowns, VA 20176-5102

Dear Mr. Rhodes:

Q I write to confirm our previous conversation regarding Morrow County School District’s
intent to award CDWQ a contract for eight UPS’s for Cisco switches. This award is
based on CDWG’s binding offer to provide these itemns to Morrow County School
District at the price 0f $11,868.72. As you know, this contract award is wholly
contingent on Morrow County School District’s ability to obtain funding. CDWG’s
%mwmmmammgmmam&mhmmmc
3 .

‘ @ Morrow County Schools, in parmership with familles and compmmities, provide vuch studeont the opporinnity
: : 10 develop values, knowledge, skills and self-confidence ro become life-lony learners and rosponsible clitzens.



Morrow County School District
'Three Price Quotations*

Htem and Description: B
, UPS for Cisco Switches

Specifications supplied by the District X_yes ™
Supplier: |

Comments:__ Clevngd R gmmﬁﬁﬁg&’- CDW -G

Dhﬁampmmamqnm#(m&hm [fﬁd{ 03
ame Date

Above quote awarded to CDW-G contingent upon availability of funding.
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Morrow County School District

JACK H. CRIPPRN, Ph.D. P. 0. Box 368 REIONDA LORENZ
Superintendent/Clezk Lexington, OR. 97839 Deputy Clerk

() Phone (541)980-8202 Business Mauager
\.:ULIE ASHBECK Fax  (541)989-8470
Administrative/Board Secretary

Personnel Director

Year 6
_2003-2004

Dell Computer Corporation ot
One Dell Way .
Round Rock, Texas 78682

. Dear Dell Computer Corporation:

" I write to confirm our previous conversation regarding Momow County Schoo) District’s
intent to award Dell Corporation through the Oregon State Contract, a contract for two
O - DHCP servexs, two domain name servers, and two email servers. This award is based on
.. Dell Computer Corporation’s binding offer to provide these items to Morrow County
School District at the price of $101,321.46. As you know, this contract award is wholly
- contingent on Morrow County School District’s ability to obtain fimding. Dell Computer
: n’s binding offer will remain open until a final funding decision is reached, no
" later than June 30, 2004.

Sincerely,

Morrow County Schools, in partership with familtex and communitics, provide each student the opportunity
C 1o develop values, ktowledge, skills and self-confidence to bocoms Iife-long lcarners and responsible citlzens.



""_“_‘_L:"'?‘i!‘)i'&'ﬁ?'i'ﬁu_b. L6.VE FAK VUL Boy oarv e RS ERETT UREAUS - T o R

Morrow County School District
Three Price Quotations*

2 DHCP Sexvers
2 Domain Name Servers
2 Email Sexvers

) o

Specifications supplied by the District _x_yes . mo
| Supplier:

(1) Dell  $16,886.91 each x 6= 3$101,321.46

Address: __ delloom _ '

(2 YBM $18,515 eachx 6 = $111,090.00
Address: ibm.com

o @ BP $18,504.00 each % 6 = $111,024.00
O - - Address;__gem,Compag,com

Dmmmm,umqm#m'_&md !f,gﬂ 105
- Name Date

Above quote awarded to Dell contingext upon availability of funding.
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Morrow County School District
ThFee Price Quotations™
{: ’) Iterm and Description:
b Windows 2000 Exchange
Sexver plus client access and Hcenses
Email Server
Specifications snpplied by the District X yes — 1o
Supplier:
I CPWE $11,393.51

Address: 312.705-9531

2)  Jouruey Ed.com $4,427.00
Address: __www.jommeyed.com

J(il)- Oregon Educational Technology Consortium  $2,798.30
ddress:__www.oetc.org '

O QMA&M&M@%&Q! OETC
District representative securing qmmﬂowg:ﬁms_m { } 3)lox

Above quote awarded to Oregon Educational Technology Consort; ;
Abave quote swded 1 gy rtium contingent upon
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Morrow County SChool D1Strict
Wide Area Network Circuits

Rids for Wide Area Network Circuits for Morrow County School District will be
received at the District Office, 270 West Main, PO Box 368, Lexington, Oregon 97839
until 11:00 a.m., January 29, 2004. Bid documents may be obtained at the District Office
in Lexington, OR, Monday through Friday from 8:00 a.m. until 4:30 p.m. Scope of work
called for shall include, but is not limited to all necessary crafts required by the nature of
the specific circuits. For further information please call Tami Sneddon at 541-989-8202.
Morrow County School District may reject any bids not in compliance with all prescribed
public bidding procedures and requirements and may reject for good cause any and all
bids upon a finding of the district that it is in the public interest to do so.

Please include all local loop, POP, Port, inter and intra-lata pricing, construction, and or
any other costs for complete end to end provisioning of the wide area network circuits at
the requested level. All pricing should be listed as either “one time non-recurring” or
“monthly-recurring”.

Quotes for wide area network circuits are being requested at the following level:

-Gigabit Ethernet

" Wide area network circuits must be delivered to all school district sites listed on the
“WAN Circuit Pricing Matrix”. Circuits must be delivered to the appropriate point of
demarcation as specified by Morrow County School District.

Circuits that may be unavailable should be listed as “unavailable” under the appropriate
recurring or non-recurring category. Quotes for which pricing is not included or for
which the circuit provider has not indicated the availability of such service will not be
considered as complete.



Sneddon, Tami

From: Sneddon, Tami

Sent: Tuesday, January 27, 2004 9:28 AM

To: 'Roland, Valerie'; Schwartz, Greg R
‘ubject: Erate bid

Greg: Once again we are sending a request for bids. Please respond to this request for a
bid on Wide Area Network Circuits. If you are unable to provide this service, please

respond with "unavailable™.

Please respond by 11:00 a.m., Thursday, January 29.
Thank you,

Tami Sneddon

Technology Secretary
Morrow County School District

preeny 0N
)

Wide Area Network
Access.doc



Sneddon, Tami

From: Sneddon, Tami

Sent: , Tuesday, January 27, 2004 9:31 AM

To: jason.hampton@centurytel.com’
abject: erate bid

Jason:

Once again we are sending a request for bids. Please respond to this request for a bid on
Wide Area Wetwork Circuits. If you are unable to provide this service, please respond

with "unavailable™.

Please respond by 11:00 a.m., Thursday, January 29,

Thank you,

Tami Sneddon
Technology Secretary
Morrow County School District

W)

Wide Area Network
Access,doc



Sneddon, Tami

From: Sneddon, Tami

Sent: Tuesday, January 27, 2004 9:33 AM

To: ‘eileenH@portofmorrow.com’
ubject: bid request

Eileen:

Once again we are sending a request for bids. Please respond to this request for a bid on
Wide Area Network Circuits. If you are unable to provide this service, please respond

with "unavailable".
Please respond by 11:00 a.m., Thursday, January 29.

Thank you,

Tami Sneddon
Technology Secretary
Morrow County School District

Wide Area Network
Access.doc
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Morrow County School District

GEQORGE MURDOCK P. 0. Box 368 500 Tatoue Street JACK JOHNS
Superintendent/Clerk Lexington, OR 97839 Boardman, OR 97818 Divector of Progranm
Phooe 541-989-8202 Phone 341-481-4202

JULIE ASHHECK Fax  541-989-8470 Fax  541-481-3264 RHONDA LORENZ
Administrative/Board Secretary Business Manager
Pe_rsonn-:l Director Deputy Clerk

January 29, 2004

Gary Neal

Morrow Development Corporation

PO Box 200

Boardman, OR 97818

Dear Gary:

20007

Afer reviewing your bid for “Wide Area Network Circuits”, we have accepted your bid
i1 the amount of $936,00.00. We are awarding you a contract based on your bid and
contingent upon availability of funding.
The procurement of these services will be dependent upon the following conditions:

1. Final approva) of next year’s fiscal budget;

2. Contract confirmation by next year’s school board;

3. Award of associated E-rate funding

To accept these terms and conditions, please sign below and return to the School District
Office.

We look forward to working with you.

Sincerely,

zﬁf‘a’w M [27-0F

Gary Neal (,/ Date
Mormow Dgvelopment Corporation

Morrow Connty Schools. in parinership with families and communiijes. provide each student the vpporiunity
t0 davalop values, knawledge, skills ond self-confidence fo beconw life-long learners and rasponsible citizens.

AOYYOKR JO LHOd 6407 18P T¥S X¥d TOZ0T I¥d  YO/0£/70



Momw-County School District
Three Price Quotations™®

Itemand Description: )
‘ Whide aves metwork €ircenits

(= 30 bit Etheynet

Specifications supplied by the District __ .fes no

Supplier:
)_Movrow Deda(.qp_m.n." Qb(p $93L, 000.°° Firm Quote until (date)
Phone #__52Ul- 4§) - ’76?8

__verbal ___fax Comactperson. ém.ru Mza(

Received by: _ phone v/ ?ﬁ:ter

) '@‘gae s¥ s & Firm Quote until (date) .

Phone # v ote ~yuicnavorla ble

Received by: __phone __ Jetter .~ verbal ___ fax Contact person:

<) (e W\'.‘*“{ M : $ > Firm Quote until (date)
wote - yruler unavon lable

Phone#t xunol - aUs

Reccived by: __phone ___letter _.~Verbal ___ fax Contact person:

Comments: 0 onl
: i Vi wurc-t.. Contyact

15 month Ao month .

District representative securing qm@m?ﬂ_@&% ! !;i [200 4
ame Date

*File this form with purchase order. Ifthree quotations are not available, note under the
“comments” section efforts to obtain quotes.




MOrrow (,oumy D CHOoL &U‘Lotzi'l,t,b

GEORGE MURDOCK P.O.Box 368

Superintendent/Clerk Lexington, OR 97839
Phone 541-989-8202

JULIE ASHBECK Pax  541-989-8470

- __Adnﬁnistraﬁve!Board Secretary
Personnel Director

500 Tatone Sireet JACK JOHNS
Boardman, OR. 97818 Director of Programs
Phone 541-481-4202
Fax  541-481-3264 - RHONDA LORENZ
Business Manager
Deputy Clerk

January 29, 2004

Qwest
PO Box 12480
Seattle, WA 98111-4480

To Whom It May Concern:

This letter is to notify you of our decision to contract for local service for Irrigon,
Oregon, during the next B-Rate funding year (07/01/04 through 06/30/05).

The procurement of these services will be dependent upon the following conditions:

1. Final approval of next year’s fiscal budget;

2. Contract confirmation by next year’s school board;

3. Award of associated E-rate funding

We look forward to working with Qwest.

Sincerely,
Rhonda Lorﬁf E 3
RL/ts



Morrow County School District

Three Price Quotations™®

Item and Description:

Ltriaon
9]

Specifications supplied by the District __ _yes no

Supplier:

1) @,mj,ﬁ“" (incaambe h"l’\, $ 9, 26. 1 Firm Quote until (date)

Phone #

Received by: _phone __ letter _werbal ___ fax Contact person:

@) Cgln.[_uﬂ{ l_d S Firm Quote until (date)

Phone # % Not avoil alole in sevuien aveaq .

Received by: _phone __letter —verbal __ fax Contact person:

3)_Movvow Development $ A Firm Quote until (date)

Phone# ® Not avoolable \n sevuree avea.

Received by: __phone mm_létter _Aerbal ___fax Contact person:

Comments: Condvact ts month-do ~month anc Quoest
\‘5 FHha o\r\\\r pra Vi e v oC lacald mlomdmhnm Covevooe.
Lor Yru_onho el Irnson O

District representative securing quotations: s QQ}’\_,LDLM f/ >9 / 200Y

Name Date

*File this form with purchase order. If three quotations are not available, note under the
“comments” section efforts to obtain quotes.
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1700 K Streat, N.W.
Washington, D.C. 20006-3817
T. +1(202) 282-5000

WI N STON F: +1(202) 282-5100

www.winston.com

® 2STRAWN |
LLP

D
|ACCEPTE
1
July 21, 2011 L 2170 »
Comint
| Federd Wm%meﬁf‘!
Marlene H. Dortch, Secretary Offe
Federal Communications Commission
Office of the Secretary
236 Massachusetts Avenue, NE, Suite 110
Washington, DC 20002
Re: In the matter of Request for Review by Morrow County School
District of Decision of Universal Service Administrator
CC Docket No. 02-6; CC Docket No. 96-435
_ Request for Review
. Request for Waiver
Applicant Name: Mormrow County School Dist | /
Billed Entity Name: Morrow County School Dist |
Billed Entity Number: 145127

471 Application Numbers: 254806 and 247557
Funding Request Numbers: 633073, 633208, 628103, 627104,
628321,628701. 628804, and 629069

Dear Secretary Dortch: _ _

This firm represents the Morrow County School District (Oregon) ("MCSD"). On behalf
of our client, we hereby supplement our appeal to the Federal Communications Commission
("FCC") regarding the June 28, 2007 decisions of the Schools and Libraries Division ("SLD"} of
the Universal Service Administrative Company ("USAC"). We also request a waiver of relevant
FCC policy, rules and/or deadlines.

I. PROCEDURAL BACKGROUND

In Commitment Adjustment Letters dated March 8, 2007, USAC notified MCSD that it
would seek rescission of $1.45 million in funds disbursed in Funding Year 2001 for the Funding
Request Numbers ("FRNs") cited in those letters. See Ex: 1 (Notification of Commitment
. Adjustment letters). On April 25, 2007, the MCSD Superintendent, without the benefit of
‘ counsel, submitted to USAC written appeals of USAC's Notificat ion of Commitment Adjustment

letters. See Ex. 2 (Letters of Appeal from MCSD to USAC re: Notification of Commitment
0



Marlene H. Dortch, Secretary
July 21, 2011
Page 7

(Anderson Decl. at 128) and Ex. 29 (Lorenz Decl. at §16). Mr. Arbogast also discussed his
potential conflict of interest with Superintendent Anderson and the School Board. and all agreed
that the bid was permissibfe even though Mr. Arbogast was the owner of ABS, because no profit -é-i---i
was going in Mr. Arbogast’s pocket. See Ex. 26 (August 20, 2001 Minutes from Executive
Session Board Meeting, Nate Arbogast’s Presentation to the Board): Ex. 28 (Anderson Decl. at
930). Superintendent Anderson and the involved MCSD employees believed that MCSD was in
full compliance with the E-rate competitive bidding requirements. as well as those of MCSD and
those provided in the Oregon Revised Statutes. See Ex. 28 (Anderson Decl. at 934y and Ex. 29

(Lorenz Decl. at §15).

As per MCSD policy and Oregon law. Mr. Arbogast. whenever submitting a quote for
products or services, was required to declare openly the conflict to his immediate supervisor,
work at all times in joint capacity with another employee to solicit such quotes, and have no final
authority in the decision 1o award such contracts. The decision to award contracts was made
solely by Mr. Arbogast’s immediate supervisor. and/or the Board of Directors. See Ex. 9
(MCSD District Purchasing Policy) and Ex. 10 (Oregon Revised Statute 244.120); See also Ex.
28 (Anderson Decl. at §29-31).

7. USAC Was Aware that ABS Was an E-Rate Service Provider and that Mr. Arbugast
Was MCSD's Form 470 Contact

ABS was an E-rate authorized Service Provider for Funding Years 1998, 1999, and 2000
See Ex. 8 (Service Provider Annual Certification status for ABS for 1998, 1999, 2000).

However, ABS was. not certified as a Service Provider for Funding Years 2001, 2002 or
any year thereafter. See Ex. 8 (Service Provider Annual Certification status for ABS for 2001
and 2002 showing status of "not received").

MCSD solicited bids from ABS and ultimately awarded the project to ABS. See Ex. 28
(Anderson Decl. §32 and 935). Before MCSD became aware that ABS was ineligible to bid on
E-rate services and prior to any disbursements to ABS, ABS informed MCSD that it would not
be able to complete the contracted-for services. See Ex. 28 (Anderson Decl. §36). On August 20.
2001, Morrow Development Corporation (“MDC”) was awarded the high speed internet services
contract, with the understanding that funding would be obtained for the project. See Ex. 30
(Agreement between MCSD and MDC for High Speed Internet Access Project). On October 11,
2001, MCSD wrote a letter to USAC requesting a SPIN chaoge from ABS to MDC. See Ex. 16
(Letter from MCSD to USAC re: SPIN Correction Request). USAC did not request the
adjustment of funds from MCSD until March 8, 2007. See. Ex: 1 (Notification of Commitment
Adjustment Letters).

USAC rejected MCSD's funding request for Funding Year 2002. Prior to USAC's denal
of MCSD's requesl, MCSD was completely unaware that it was a per se violation of the L-rate
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DECLARATION OF BRUCE ANDERSON

, Bruce Anderson, deciure under oath, pursoant to 28 U.S.C. § 1746 und 47 C.FR. §

. 1 was the Superinteadent of the Morrow Couaty School District ("MCSD") from July

1, 1999 wntil June 30, 2002, when 1 retired, 1 um a resident of the Siate of Oregon
and am more thun 18 years of uge.

1 make this Decluration based upon facts within my personul knowledge und a review
of relevant records of the MCSD.,

After being drafied into the U.S. military, I worked for several years in u series of
small (at the time) wowns in Northern California, 1 was an agriculture instructor, a
vocational educator in Modeste, California; the assistant o the Superintendent in
Shasta County, Culifornia; and a School Administrator tn Redding, California.

Then, | worked as @ Superiniendent in Oregon public schools for 23 yeurs, from 1979
to 2002. | held the following Superintendent positions: Adriun, Oregon from 1979-
1982; Colion, Qregon {rom 1983-1988; Tillamook County, Oregon from 1988-1992;
Crook Counity, Oregon from 1992-1999; and finally, Momrow County, Oregon from
1999.2002. All of these school districts were, at the time, small and relatively rural.

[ retired from MCSD in 2002, and am still retired,
Hiring of Nate Arbogast

Mr. Arbojust was hired by MCSD in 1996, which was before 1 became
Superintendent in 1999, The then-curent MCSD Superintendent, Charles ("Chuck")
Stuer hired Mr, Arbogast,

Former Superintendent Starr is now. deceused,

Based on my review of MCSD files, Mr. Arbogast submitted his resume and cover
letrer in response 1o an ydvertisement for the Technology Coordinator position, and in
his cover letter, he intormed MCSD that he owned his own technology company,
Arboguast Business Services (“ABS"), See Exhibit 22 (Letier from Nute Arbogast o
Jullie Ashbeck, Personnel, MCSD, May 9, 1996),

Based on nuy review of his personnel 1ile, MCSD hired My, Arbogast aceording o
normal MCSIY procedures. The MCSD Board upproved Mr, Arbogust's hiring at the
school howd meeting of June ), 1996, See Exhibit 23 (Arbogust Employment
Contruct, nigned by Superintendent Stary on 7/10/96 and by Scott Bauska, Chairman
ol the Board an 7/8/96).




10.

L.

Mr. Arbogast reported 0 the MCSD Soperintendent.  Prior (o my term s
Superiniendent, Mr, Arbogast reported to Superiniendent Charles Stary, who was the
Superintendent from 1996 1o 1999,

During the: time My, Arbogast reported to me, from 1999 to 2002, 1 believed that Mr.
Arbugast was extromely qualilied Tor the position he held, He had far more compurer
experience than anyone efse who worked for MCSD. | personully had very little to
no expertise in computers, technology or the Intemet. My low level ol computer
lileracy waiis pretty consistent with most public school educators in our pait of rurul
Oregon al that time, which was about 12 years ugo.

. At the tume I was Superintendent, | believed that MCSTD was Jucky to huve anyont on

stafl who was as knowledgeable abont compulers as Mr. Arbogast. Al the time,
qualified {ndividuals such as Mr. Arbogast were very rare in our rucal putt of the
state, Mr Arbogast was very hurd-working, und I helieve, truly dedicated to bringing
internet echnology o MCSD. He was from our part of the state, us was his family,
anct lived beve wirh his wile und ehildren,

. When | was hired as Superintendent, I was told that Mr, Arbopast owned his own

technology company, ABS.

E-rate

AL the time | hecame MCSD Superintendent in 1999, MCSID wus alrendy

participuting in the E-rate program, D-rate was a new program, having just swrted the
yeir before, in 1998,

. The Grst tirne MCSD participated in the E-rate program was in 1998, the yoar before |

wus hired «s Superintendent. The lirgt yoir MCSD participated in E-rale way ubout
two yeurs after Mr. Arbagast was hired by MCSD ax Techoalugy Coordinutor,

« From my perspective, B-rate was a vary complex program, und very few of us in the

public sehools in vur part ol Oregon knew much about it, When | resighed from: my
prior Superinlendent position in Crook County Schout Disteict, Oregon, they had nol
yer hegun to- participate in E-rute, or if' they did, 1 was not involved in the process.
Crook County, Oregon wis 8180 o rural school disteict.

. As Superintendont o MCSD, | functioned: as the school distriet's Chiel BExecutive

Olficer and had general supervisory responsibilities over afl schoofs and employees.
As xuch, my responsibilities were very broiad und cdiverse. It would have heen
possible for me to attain in-depth knowledge of E-rate and still fullill my other
teaditionul sesponsibilities as Soperintendent, Thus, 1, and everyone else at MCSD
relied heavily on Mr. Arbogast, as 'Technology Coordinator, for his knowledge of the
E-rate program,

1o
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19,

20.

21,

24,

25,

26.

I had confidence in Mr, Arbogast’s knowledge of E-rate, and belicved that Mr.
Arbogast tried 1o understund and keep MCSD informed of the evolying E-rute rules.

During my tenore a5 Superintendent, 1 believed thut MCSD was in full compliance
with all state, local and E-rute rules,

One of Mr. Arbogast's tasks as MCSD Technology Coordinalor was (o ussess the
technplogy needs for MCSI) euch year. Another task was 10 fill out and submit
MCSD's Forms 470, 1t only mude sense that Me. Arbogast was listed a5 MCSD's
contact person on the Form 470, He was the most knowledgeable person at MCSD
regarding MCSD's rechnology plan, and he was MCSD's Technology Coordinator,
and the MCSD employee responsible for day-to-day Berate setivities, It would not
have made sensc for MCSD 10 list another MCSD employee us the Form 470 contact
person.

MCSD is located in o remote and rural area of Oregon. Due to our rural focation and
the relatively small size of our school diswict, there were very tew: lechnology and
Internet companies that were willing or able to work with the school distrigt al the
time, Somne companies would not deal with MCSD becyuse MCSD did not have
enough (computer) users, und there simply was not enough revenuc to be made in
MCSD for bigger firms. It was always an uphill battle attracting E-rate service
providers 1o MCSD,

. Ruring the Firsk few years of the E-rute program, MCSD never received any bids in

response o its Form 470,

- In compliance with Oregon st faw and MCSD policy, MCSD ineluded a calt for

bids [or £ rate eligible products and services in the tocal newspaper. This method
seldom resulted in bid responses.

To comply with Oregon state luw on purchasing, and in order to ensure that MCSD
received the hest prices, il threo bits were not received, MCSD would contuet eligible
Service Providers 1o request 4 guote,  See Bxhibic 20 (Oregon Revised Statutes §
279C.414). Mr. Arbogast performed this role.

Whein the L-rate prograth begun in 1998, ABS was the only Ciseo-authorized partner
in Morrow County. At the time, Cisco held the patent for the routers required by
MCSD. Additionally, as noted, Lhere were very few technology cormpanices willing o
able (@ bid nn MCSD work,

Ag the time, Oregon law and MCSD policy both pravided the procedures required
when i MCSD employee sought to contract with the sehool district. The employee is
required Lo publicly unnounce the contlict of imerest and exclude himselt frony any
decision-making responsibility related to the requested products snd/or services. M.
Arhogast followed this procedure Tor bids subimitted by ABS.

3




27. Additionally, the MCSD Purchasing Policy stated that MCSD could not exclude ABS
from submitting a bid just because Mr. Arbogast was a MCSD employec, as long us
the potential conflict of interest was disclosed, which it was, See Exhibit 9 (Morrow
County School District policy, "District Purchasing”, pavagraph 12, adopted
10/712/98).

28. 1 discussed the issue of whether ABS couwld permissibly bid on MCSD E-pate work
with Rhondy Lorenz, the MCSD Business Munager, We agreed thal there wus no
prohibiticn on ABS bidding on E-rate work or nop-E-rate work for MCSD,

29. As such, MCSD solicited quotes and bids from ABS for both B-rate eligible und non-
E-rate eligible produets and services. Mr. Arboguast informed the County School
District Bowrd of the. potential conflicls of interest und MCSD made all necessary
efforts 1o exclude Mr. Arbogast from the bid reading and selection process, See
Exhibit 26 (August 20, 2001 Mirtes from Executive Session Board Meeting, Nute
Arbogast’s Presentation 1o the Board).

30, At the time, 1 reviewed documents from ABS that proved o my satisfaction that ABS
was not making 4 profit on the B-rate products/Seevices it provided o MCSD,

31 At all tomes during my tenure as MCSD Superintendent, MCSD's E-vate compotitive
hidding (rotess, including vendor selection und conbract uward decisions, was
ultimawely conprolled by me in my rolg us the MOSD Superintendent and the Morrow
County School District Bourd. At no time did 1 or MCSD relinguish conuol of the
bidding process 1o Mr, Arbopust.  Mr. Arbogast was an employes of MCSD who
reported to me. Although Mr. Avbogast prepared the E-rate paperwork and pecformed
the legwork due to his position as MUSDs Technelogy Coordinalee, he wis oot the
decision maker on vendor selection or contruet awards.

Funding Year 200}

32, During Funding Year 2001, alter receiving no bids from either the posting of the
Formy 470 or the newspaper adveriiscment calling for bids, MCSD asked ABS 1o bid
on an B-rare eligible high speed interriet project for MCSD,

33, In Funding Year 2001 the bid veceived from ABS was the lowest, followed by the bid
received from Morrow Development Corporation (“MDC"). MCSD wso solicited
bids from Qwest and UUNET,

34, Ac the tme, 1 did oo know that it would be an Femte rules violation for ABS to bid
on B-rie products and services. To my knowledge, no one within MCSD knew that
this was u problem. | believed MCSD was in compliance with Oregon and MCSD
policy, and was aot aware ol any other rule that would probiblt this, So, the MCSD
Bowd und { evaluated the bids received and chose ABS s the vendor for the tigh
speed inlernet access project,




35. On Jamvary 18, 2001, MCSD filed a Form 471 for Funding Yeuar 2001, which
included the contract for high speed internet with ABS, See Exhibit |8 (MCSD
Funding Year 2001 Forms 471).

36. Before completing any of the contructed-for sorvices, ABS informed MCSD that it
would nut be able to complete the project. My understanding was that ABS was not
big enough, with enough capital to do all of what MCSD needed.

37. MCSD sought out a replacement company for the high speed internet access project.
MDC was the only interested compuny able 1o meet the yehool district’s needs. On
August 20, 2001, MCSD enrered into an agreement with MDC to complete the high
speed internet access project. See Bxhibil 30 (Agrecment between MCSD and MDC
for Migh Speed Internet Access Project),

38, On QOctober 11, 2001, MCSD contucted VSAC requesting a SPIN change for the high

speed intrnet aceess project from ABS to MDC, See Exhibit 16 (Letter from MCSD
to USAC re; Spin Correction Request),

[ dectare under penalty of perjury thal the foregoing is true und correct,

Execcuted on | 2 -~/ ﬁ L2000

Bruce Anderson
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DECLARATIONS REGARDING
THE 2003-2004 APPEAL



DECLARATION OF GARY NEAL

I, Gary Neal, hereby provide this Declaration in connection with the Supplement to Consolidated
Request for Review and W’aivetl Request submitted by Morrow Development Corporation to the Federal
Communications Commission (“Supplement”).

1. I am the Administrator of Morrow Development Corporation (“Morrow Development”). 1
have held this position from the time Morrow Development was formed in 1994. Morrow Development is a
non-profit corpotation to deliver services that include small business relending, using USDA’s Intermediary
Relending Program (“IRP”) guidelines, Motrow Development works with local businesses and baaks to help
finance businesses in Morrow County through the relending program. Morrow Development has
successfully helped over 50 businesses in Morrow County and have received USDA funds for this program.
Morrow Development continues its telending program and is focused on giving that assistance to small
businesses in Morrow County.

2. Morrow Development has little funds to pay for this appeal process, let alone repayment of
$2.3 million dollars in funds that were believed to be properly awarded 4-5 years ago, and have already been
spent on valuable E-rate services provided to the Morrow County School District (“School District”),
Morrow Development will have to declare bankruptey, and will no longer be able to help small businesses in
its county, if it is not successful in this appeal or waiver. The only funds or primary assets Morrow
Development has are its restricted funds through the USDA IRP relending program. There is no money
available to return $2.3 million to the government.

2. In my capacity at Morrow Development I have responsibility for Motrow Development’s
participation as a service provider in the E-rate program, including for the funding years that are the subject
of the Supplement, FY2003 and FY2004.

3, Nate Arbogast was not an employee of Morrow Development. Arbogast provided certain
consulting setvices to Morrow Development after a company in which Arbogast was invested, ABS

computers, sold assets and service contracts to Morrow Development in 2001, To my knowledge, Arbogast
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provided technology consulting services to many companies in Oregon since there were few technology

resources in the region in that time.

4. In conjunction with the assignment of assets to Motrow Development, Acbogast co nsulted
with Mortow Development on various technology matters and technology contracts.  Only one of these
matters involved the School District. Fot example, Arbogast wotked for Motrow Development on the lone
Project, Kinzua Mill Project, Oregon Trail Library Project and the LeGrande Project, among others,

5. With respect to Frrate services sought by the School Distrlet for FY2003 and FY2004,
Morrow Development was provided with no information by the School District that was not publicly
available to all biddexs for the School District’s E-rate services. At no time did Arbogast consult with or
advise Mottow Development with respect to its E-rate bids fot, or contracts with, the School District. At no
time did Arbogast provide anyone at Mortow Development with inside information about the E-tate services
requested by the School District. At no time did Nate Arbogast fuznish Morrow Development information
in advance of, or during, the competitive bidding process that would have given Mortow Development an
advantage over other bidders.

6. All dealings between Morrow Development and the School District with respect to FY2003

and FY2004 were, to my knowledge, strictly arm’s length.

1 declate undes penalty of petjury thisz_gj" day of April, 2010, that the foregoing reptesentations

and statements are ttue and correct.

5063962 2
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Declaration of Rhonda Lotenz
1, Rhonda Larenz, hereby provide this Declasation.

4. 1 have served as the Business Munager for Morrow Couaty School District (“School District”)
since 2000. In this capacity, I am the chief fiscal officer for the School District and undertake all
banking, accounting, budgetiag and purchasiog for the School District.

2. With respect to applications for B-tate funding filed by the School Districr for £Y2003 and
Fvy2004, T had three roles.

3. First, | assisted Tami Sneddon, the School District’s Technology Secretary, to prepare and

execute applications for £-rate funding, including signing Form 470, Application Number
378760000479541. I am an employee of the School Discrict and [ am not assodated in any manner
with any of the seven (7) service providers that were awarded contracts by the School District for

FY2003 or FY2004.

4. Second, I was the individual that opencd all competitive bids submitted by service providers that
wished to provide E-rate services to the School District. Topened the bids and tecorded them. 1
then turned the bids over ditcetly to Superintendent Crippen for his consideration. No one else was
provided with ‘the bids, including Nate Arbogast.

5. Third, T assisted Tami Sneddon in responding to guestions from USAC about the School

District’s competitive bidding processed for Y2003 and FY2004, including sending a letter to Laura
Ransegnola at'USAC dated Apxil 29, 2003 which discussed the School District’s FY2003 budget,

including technology spending.

I declare under penalty of perjusy that the foregoing is true and correct.

Date:  April Z? 2010

Busincss Manager
Morrow County School District
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Declaration of Tami Sneddon

[, l'ami Sneddon, hereby provide this Declaration.
1. Tserved as the 'l ‘echnology Secretary for the Morrow Couaty School District. (“School District”) from
2001 through -2 0C4E T eplaced Mary Ann Munkers, who fiest filled this position for the School
District.

2. 1 prepared and was both n point of contact and a signacory on the Forms 470 that were submitted for
Fi-rate services for FY2003 and 1'Y2004, Rhonda Lorenz, the Business Managee for the Schaol District
assisred in these effores and also served as a signatory on one of the forms. Arall tmes, T was an
eraployee of the School District and I was oot associated tn any manoer with any of the seven (7) service
providers that were awarded E-rate contracts by the School Distnct for FY2003 or Y2004,

3. As the Technology Secretary and the Ii-rate contact person for the School District, 1 solicited bids from
service providers for li-rate services. Together, Supcr‘intmd&ntjack Crippen and [ oversaw the School
District’s competitise bidding processes for L-rute services for FY2003 and Y2004

4. As evidenced in the Administratve Recosd, I posted the School District’s Form 470 on the USAC
webite for the required 28 days, | published cequests fox bids for E-rate service in the local newspapet,
the Heppner Gazette ‘Fimes, and 1 requested and solicited bids from various vendors that did not initially
bid for School Distrdct Ii-rate services. Soliciting these additional bids was, for certain 1i-rate contracts,
required in order to comply with Oregon public contract law. Seekiag these additonal bids was not
required by FCC or USAC pules.

5. Tiox cach Ti-rate service requested by the School District, after receiving and soliciting all bids that were
required cither by federal law or state Iaw or both, T preparged a “bid sheet” with information abour all bids
that were recelved and solicited for that service. 1 signed the bid sheets as the School Diserict
representative that secured all bids. I provided this bid sheet ro Superintendent Jack Cuppen who
reviewed the bids and sclected the service provider for cach E-rste contract. Superintendent Crippen theo
communicated with winning bidders o whom Li-rate contracts wese awarded,

6. For Y2003 and Y2004, the School District awarded E-rate contracts to seven (7) different service
providers, only one of which was Morrow Development. Morrow Development did nor win all of the
contacts on which it bid. For example, Uni-Tech Communications was awarded a LAN network contract
on which Morrow Development bid because Uni-'tech offered service at a lower price.

7. As evidenced in the Administrative Record, T also was responsible for responding to four (4) different
requests by USAC about the corapetitive bidding process that was undertaken by the School District for
Y2002 and 17Y2003. 1 responded fully and complerely to all USAC requests before USAC determined to
fund the School District’s Li-rate applications for 17Y2003 and Y2004

I declace under penalty of perjury that the foregoing is true and correct.

S {
I sl o Date: - AprikZ, 2010

S—
Tamit Sneddon
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DECLARATIONS REGARDING THE 2001 APPEAL



DECLARATION OF DIRK DIRKSEN
|, Dirk Dirksen, declare under oath, pursuant to 28 U.S.C. § 1746 and 47 CF.R. § L. 16

I. 1 am currently the Superintendent of the Morrow County School District ("MCSD")
1 am a resident of the State of Oregon and am more than 18 years of age

2. | make this Declaration based upon facts within my personal knowledge and a review
of retevant records of the MCSD

I was hired as the MCSD Superintendent in 2011. Before then, 1 worked as a
principal in the school district for 8 years,

!...J

4. Mr. Arbogast resigned from his position as MCSD Technology Coordinator in
August 2004, before [ became MCSD Superintendent,

Morrow County School District

5. MOSD is located in rural north central Oregon, bordered on the north by the
Columbia River and the Umatilla National Forest on the southern border. Although
the county covers more than 2,000 square miles, the population is only about 11,100
people.

6. The district has nine schools and serves the four communities of Boardman, lrngon,
Heppner and Lexington. We educate 2,300 students in kindergarten through 12th
grade. The student population in Boardman and lrrigon is diverse and growing with
the Jlargest minority group being Latino/Hispanic

Morrow County has a poverty rate of 21.6% for those under the age of 18, and an
overall poverty rate of 14 895 The percemtage of students in the school district
eligible for National Studenmt Lunch Program, an indicator of poverty, was 48% in
1998: 47% in 1999, 49% in 2000; 47% in 2001, 56% in 2002; and 61% in 2003 See
Exhibit 27 (Morrow County. Reduced Price School Lunch Program)

=~

% When taken together, the schools that comprise MCSD had a shared E-rate discount
vate of 73% in 1998, 75% in 199%; 75% in 2000; and 82% in 2001

Hiring of Mate Arbogast

9. Mr, Arbogast was hired by MCSD in 1996, about 1§ years before | became MCSD
Superintendent  See  bxhibit 23 {(Arbogast Employment Contract signed by
Superintendent Starr on 7/10/96 and by Scott Bauska, Chairman of the' School Board



10.

L.

[3.

on 7/8/96). MCSD Superiniendent Chuck Starr, who hired Mr. Arbogast, and under
whose supervision MCSD's first Enrate applications were {iled in 1998, is deceased

Mr Arbogast reported directly to the MCSD Superintendent.

Over the course of his employment with MCSD, Mr. Arbogast reported 1o fve
difterent Superintendents. Mr. Arbogast first reported to Superintendent Charles Staer
(1996-1999), then Superintendent Bruce Anderson {1999-2002), then Superintendent
Jack Crippen (2002-2003), then Interim Superintendent George Murdoch (2003-
2004) and then Superintendent Mark Burrows (2004-2011).

. To my knowledge, none of the prior MCSD superintendents who supervised Mr

Arbogast had any relevant computer experience or éxtensive knowledge of the E-rate
program, This does not surprise me, siven the time perlods invaolved (pre-2004). our
rural geographic location in Oregon and the fact that the job of MCSD superintendent
includes 4 broad set of duties akin to a Chiel Executive Officer with responsibility Tor
all schools and employees in the school district.

The Form 470 at issue was filed in December 2000, approximately 11 years ago. See
Exhibit 13 (FY 2001 Form 470}

The Competitive Bidding Process

14.

Ta the best of my knowledge, the E-rate competitive bidding process, including
vendor selection and contract award decisions, has always been controlled by the
MCSD Superintendent and the Morrow County Board of Directors.

_ Since 2005, MCSD has contracted with the Umatilla Morrow Education Service

District to process our E-rate applications and other paperwork. In Oregon,
Education Servige Districts provide various services to small school districts that
cannot afford to provide those services through the employees of the school district
iselt MOSD is confident in the orolessionalism of the Umatilla Morrow Education
Service District with respect to E-rate compliance

MCSD Cannot Repay the E-Rate Funds

16.

With respect to the E-rate services that USAC seeks reimbursement for, MCSD never
received those monies directly. MCSD received the services provided by the Service
Providers. Those services, such as high speed internet services, were consumed many
years ago in 2001-2002.  Given the oature of the program. there is nothing tangible
for MCSD to sell off'to be able to repay the government.

. Should MCSD be forced to pay USAC the amounts demanded, MCSD will be torced

1o sell school properties and lands and shut down schodls. [t goes swithout saying that
this would have a disastrous and irreparable negative impact on MCUSD's ability to
educate the children living within this school district



I declare under penalty of perjury that the foregoing is true and correct,

: T [y
Executed on *l g aa

~ N
’/\,.;‘{ i /1.v !_f?__ﬁi_,:.,-««_

Dirk Dirksen
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DECLARATION OF BRUCE ANDERSON

{, Bruce Anderson, declure under oath, pursuant to 28 U.S.C. § 1746 and 47 C.E.R. §

1.

1o

1 was the Superiniendent of the Morrow County School District ("MCSD™) from July
1, 1999 untl June 30, 2002, when | retired. 1 um a resident of the State of Oregon
and am more than 18 years of age.

I make this Decluration based upon facts within my personul knowledge und a review
of relevant records of the MCSD.

After being drafted into the U.S. military, I worked for several years in u series of
small (al the time) towns in Northern California, 1 was an agriculture instructor,
vocational educator in Modesto, California; the assistant o the Superintendent in
Shasta County, Californiu; and 4 School Administrator in Redding, California

Then, | worked as a Superintendent in Oregon public schools for 23 yeurs, from 1979
to 2002. ( held the following Superintendent positions: Adrisn, Oregon from 1979-
1982; Colton, Oregon {rom 1983-1988; Tillamook County, Oregon from [988-1992;
Crook County, Oregon from 1992-1999; and finally, Morow County, Oregon From
1099.2002. All of these school districts were, at the time, small and refatively roval.

[ yetived from MCSD in 2002, and am still vetived,
Hiring of Nate Arbogast

Mr. Arbojust was hired by MCSD in 1996, which was before 1 became
Superintendent in 1999, The then-current MCSD Superintendent, Charles ("Chuocek™)
Stuer hired Mr, Arbogast,

Former Superintendent Stary is now deceunsed.

Based on my review of MCSD filex, Mr, Arhogast submitted his resume and cover
letier in response to an udvertisement for the Technology Coordinator position, and in
his cover letter, he informed MCSD that he owned his own technology company,
Arbogust Business Sevviees ("ABS"). See¢ Exhibil 22 (Letier from Nate Arbogast (o
Julie Ashbeck, Personnel, MCSD, May 9, 1996).

Based on niy review of his personnel file, MCSD hired Mr, Arbogast accarding 1o
normal MCSD procedures, The MCSD Board approved Mr. Arbogast’s hiring at the
school homd meeting of June 10, 1996, See Exhibit 23 (Arbogust Employment
Contrac, yigned by Superintendent Stare on 1096 und by Scott Buuska, Chairman
of the Board an 7/8/96).
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14,

Mr. Arbogast reported o the MCSD Superinieadent.  Prior (o my term s
Superintendent, Mr. Arbogast reported o Superintendent Churles Starr, who was the
Superintendent from 1996 10 1999,

During the time Mr. Arbogast reported 1o me, from 1999 to 2002, 1 believed that Mr.
Arbogast was extremely qualified for the position he held, He had fair more computer
expericnce than anyone else who worked for MCSD. 1 personally had very little to
no expertise in computers, technology or the lnernet. My low level ol computer
lileracy was prelly consistent with most public school educators in our parl of rural
Oregon at that time, which was about 12 yeurs ugo.

At the time T was Superintendent, 1 believed that MCSD was tucky to hve anyonc on

stall who was as knowledpeable about compuiers as Mr. Arbogast. Al the time,
gualified individuals such as Mr. Arbogast were very rare in our rural part of the
state. Mr. Arbogast was very hard-working, und [ believe, truly dedicated to bringing
internet technology (o MCSD. He was from our part of the stale, us wus his family,
anct lived bere with his wile and ehildren.

CWhen | owas hired ax Superintendent, 1 was fold that Mr. Arbogast owned his own

technology company, ABS.
L-rate
Al the time | became MCSD Superintendent in 1999, MCSD wus already

participating in the E-rate program, C-rate was 4 new program, having just sturted the
yeur belore, in 1998,

The Grst tine MCSD participated in the E-rate program was in 1998, the year before |

was hired s Supetinteadent. The Tirst yeuwr MCSD purticipated in E-rate was about
two years aftor Mr. Arbogast was hired by MCSD ax Technology Coordinator,

. From my perspective, E-mte was u very complex progrant, apd very few of us in the

public schools in vur part of Oregon knew much about it. When § resigned fron my
prior Superintendant position in Crook County Schoot District, Qregon, they had nol
you hegun (o participate in B-tute, or if they did, 1 was not involved in the process.
Crook County, Oregon was also a rural school district.

, As Superintendont of MCSD, 1| functioned as the sehool distiets Chiefl Executive

Olficer and had general supervisory responsibilities over all schools and employees.
As such, my responsibilities were very broad and diverse. It would have heen
irnpossible for me to attain in-depth knowledge of E-rate and stll fullill my other
teaditional sesponsibilities as Soperintendent. Thus, |, and everyone else at MCSD
velied heavily on Mr. Arbogast, as Technology Coordinator, for his knowledge of the
H-rale progran,
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20.

24,

J1 had confidence in M. Arhogast's knowledge of E-rate, and belicved that Mr.

Arbogast tried 1o understand and keep MCSD informed of the evolving E-rale rules.

During my tenore as Superintendent, 1 believed that MCSD was in full compliance
with all state, locul and B-rure rules,

One of Mr. Arbogast's tasks ay MCSD Technology Coordinalor was (o ussess the
techoology needs for MCSTY euch year.  Ancther task was to fill out aad submit
MCSD's Forms 470, It only mude sense that Mr. Arbogast was listed as MCSD's
contact purson on tie Form 470, He was the most knowledgeable person ar MCSD
regarding MCSD's technology plan, and he wag MCSD's Technology Coordinator,
and the MCSD employee responsible for day-to-day Berate activities. [t would not
have made sense for MCSDD 10 list another MCSD employee as the Form 470 contact

pErson.

. MOSD i focated in a remole and rural area of Oregon. Due ta our rural focaton and

the relatively small size of owr school district, there were very tew technology and
laternel companies that were willing or able o work with the school district at the
time. Some companies would not deal with MCSD because MCSD did not have
enough (compucer) users, and there sunply was pot enough revenuc 1o be made in
MCSD for bigger firms, 1t wus always an uphill baitle attracting E-rate service
providers o MCSD.

2, During the first few years of the E-rate program, MCSD never received any bids in

response Lo its Form 470s,

. In compliatee with Oregon state law and MCSD policy, MCSD included a call for

bids (or ©rate eligible products and services in the local newspaper. This method
seldom resulted in bid respanses.

To comply with Oregon state law on purchaxing, and in arder to easure that MCSD
received the hest prices, i three bids were not received, MCSD would contuct eligibie
Service Providers (o request a quote,  See Exhibit 20 (Oregon Revised Statutes §
270C.414). Mr. Arbogast performed this rofe,

25, When the E-rate progiam beguan in 1998, ABS was the only Cisco-authorized partner

in Morrow County, At the time, Cisco held the patent tfor the reuters required by
MCSD, Additionally, as noted, there were very few technology compinics willing or
able (o bid on MCOSD work,

CAL the time, Oregon law and MCSD policy bith provided the procedures required

when i« MCSD employee sought to contract with the sehool distriet. The employee is
required 1o publicly unnounce the conflict of mterest und exclude himself fram any
decision-making responstbility refated to the requested products snd/or services, M.
Arhogast followed this procedure for bids submitted by ABS.




27, Additionslly, the MCSD Purchasing Policy stated that MCSD could not exclude ABS
from submitting a bid just becuuse Mr. Arbogast was a MCSD employec, as long as
the potential conflict of interest was disclosed, which it was, See Exhibit 9 (Morrow
County School District policy, “District  Parchasing”, parvagraph 12, adopted
10/12/981.

28. | discussed the issue of whether ABS could permissibly bid on MCSD E-rate work
with Rhonda Lorenz, the MCSD Business Munager. We agreed that there wus no
prohibitica on ABS bidding on E-rate work or nop-E-rate work for MCSD.

29. As such, MCSD solicited yuotes und bids from ABS for both E-rate ¢ligible and non-
E-rate eligible products and services, Mr. Arbogast informed the County School
District Bowrd of the potential conflicty of interest und MCSD mude all necessury
efforts lo exclude Mr. Arbogast from the bid reading and selection process. See
Exhibit 26 (August 20, 2001 Minutes from Executive Session Board Meeling, Nate
Arhogast’s Presentation 10 the Board).

30, Al the time, | reviewed documents from ABS that praved Lo my satisfaction that ABS
was not myaking u profit on the E-rate products/services it provided to MCSD.

31, AUl times during my enure as MCSD Superintendent, MCSD's E-rate competitive
bidding process, including vendor selection und contract award decisions, was
ultimately conrolled by e in my role us the MCSD Superiniendent and the Morrow
County School District Board. At no time did 1 or MCSD relinguish conwrot of the
bidding process 1o Mr. Arbogast.  Mr. Arbogast was an employee of MCSD who
reported to me. Although Mr. Arbogast prepared the H-rate paperwork and performed
the legwork due to his position as MCSD's Techaology Coordinator, he was oot the
decision maker on vendor selection or contruet awards.

Funding Year 2001

32, During Funding Year 2001, alter receiving no bids from either the posting of the
Form 470 or the newspaper advertiscment calling for bids, MCSD asked ABS Lo bid
on an Berate eligible high speed interet project for MCSD.

33, In Funding Year 2001 the bid veccived from ABS was the fowest, followed by the bid
peceived from Morrow Development Corporation (“"MDC™). MCSD also solicited
bicks from Qwest and UUNET.

4. At the tme, 1 did aot know that it would be an Ferute rules violation for ABS to bid
on B-rae products and services, To my knowledge, no one within MCSD knew that
this was u problem. | believed MCSD was in compliance with Orepon and MCSD
policy, and was not aware ol any other rule thal would probibit this, So, the MCSD
Bowrd and | evaluated the bids received and chose ABS us the vendor for the high
speed intemet access project. '

et et . ¢ o i S e
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On January 18, 2001, MCSD filed a Form 471 for Funding Yeur 2001, which
included the conuact for high speed internet with ABS. See Exhibit 18 (MCSD
Funding Year 2001 Formy 471).

Before completing any of the contracted-for services, ABS intormed MCSD that it
would not be able to complete the project. My understanding was that ABS was not
big enough, with enough cupital 1 do ull of what MCSD needed.

MCSD sought out a replacement company for the high-spoed internet access project.
MDC wis the only interested company able to meet the school district’s necds. On
August 20, 2001, MCSD entered into an agreement with MDC to complete the high
speed intarnet access project. See Exhibit 30 (Agreement between MCSD and MDC
for High Speed lnternet Access Project).

On October 11, 2001, MCSD contacted USAC requesting a SPIN change for the high
speed inwrnet access project from ABS to MDC. See Exhibit 16 (Leter from MCSD
to USAC re; Spin Correction Request),

[ declare under penalty of perjury that the foregoing is true und correct,

Excceuted on 2 - gﬁ L

Bruce Anderson
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DECLARATION OF RHONDA LORENZ

[, Rhonda Lorenz, declare under oath, pursuant to 28 U.S.C. § 1746 and 47 CF.R. § 1.16:

1. [ recently retired as the Business Manager for the Morrow County School District
(“MCSD™). 1 am a resident of the State of Oregon and am more than 18 years of age.

2. T make this Declaration based upon facts within my personal knowledge and a review
of the relevant records of the MCSD.

3. 1 worked for MCSD for approximately 29 years, since 1982.

4. From 1987 — 1989, I served as the business manager of MCSD. In 2000, returned to
the position of MCSD business manager and remained in that role until 1 retired. 1
reported to the Supetintendent. The role of the business manager includes helping to
develop budgets, advising the Superintendent on budgets, as well as some contract
negotiations and other tasks.

5. I bave a high school diploma. 1do not have a college degree.

6. MCSD did not have a computer nctwork system prior to Mr. Arbogast’s hiring by the
. district in 1996. MCSD had approximately 100 computers when Mr. Arbogast was
hired, and by the time he resigned, more than 700 computers were connected to the

MCSD network system.

Hiring of Nate Arbogast
7. Mr. Arbogast was hired by MCSD as the Technology Coordinator in July of 1996.

8. At the time, Charles (Chuck) Starr was the Superintendent of MCSD and Mr.
Arbogast's direct supervisor. Mr. Starr is now deceased.

9. Based on my review of the MCSD records, Mr. Arbogast's duties upon hiring
included facilitating and implementing Local Area Networks (LAN) and Wide Area
Networks (WAN), coordinating and providing software training, coordinating
installation of all software, and maintaining a high level of computer-related training
for employees of MCSD. See Exhibit 24 (96-97 Goals & Criteria, Nate Arbogast),

E-rate

10.  When the E-rale program began in 1998, Mr. Arbogast, was responsible for drlling
the district's technology plan and the E-rate application process. His job description
for 1998 included to coordinate E-raic documentation. See Exhibit 25 (Morrow
County School District Job Description for Computer Technician, signed 9/8/98 by
Nate Arbogast).
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. 11.  Mr Arbogast did not receive any formal or informal training on E-rate from MCSD,
My understanding was that he learned the E-ratc process on his own, and would
contact the E-rate helpline and the USAC website for guidance.

12.  Due to the complexity of the E-rate application process, the MCSD relied on Mr.
Arbogast’s techuological expertise to ensure compliance with program rules and
regulations. It was my impression that Mr. Arbogast worked hard to stay informed of
all E-rate roles.

13, As Business Manager for MCSD, Mr. Arbogast and I would discuss MCSD budget
and funding issues related to E-rate,

ABS and Mr. Arbogast

14.  When 1 became aware that Mr. Arbogast's company, Arbogast Business Services
("ABS") was going to bid on MCSD E-rate projects, myself, Mr. Arbogast, and Julic
Ashbeck (MCSD's Humano Resources Direstor) sat down together and consulted the
relevant Oregon Revised Statutes and MCSD policies, as well as the FCC regulations
of which we were aware. I was skeptical and wanted to make sure MC8D was in
compliance. Mr. Arbogast and Ms. Ashbeck similarly wanted to make sure that
MCSD was in compliance with all state and local competitive bidding requirements.

. 15. Based on our reading of the statutes at the time, we all believed that as long as the
conflict of interest was declared and measures were put in place to avoid any
competitive bidding violations, ABS could legally bid on E-rate eligible products and

services.

16.  After these meetings and discussions with Mr. Arbogast and Ms. Ashbeck, 1 then
discussed the issue of whether ABS could permissibly bid on MCSD E-rate work
with Superintendent Anderson. The Superintendent agreed that there was no
prohibition on ABS bidding on E-rate work or non-E-rate work for MCSD,

17.  As one of the few companies in the school district providing technology goods and/or
services, ABS was called upon to bid for various E-rate eligible and non E-rate
eligible goods and services.

18. Tt was not until MCSD received its Funding Commitment Adjustment Letter rejecting
all funding requests for Funding Year 2002 that we became aware that it was a
violation of E-rate competitive bidding rules when a Service Provider listed on the
Form 471 is associated with the contact parson listed on the Form 470.

19, Once informed of the USAC competitive bidding rules about who could be listed as
the contact person on the Form 470, MCSD took the necessary steps to ensure future
complisnce.

)
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. I declare umder penalty of perjury that the foregoing is true and correct.

Executed on h.ld&%#. ,1' E , 2011,
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DECLARATION OF DIRK DIRKSEN
MORROW COUNTY SCHOOL DISTRICT
[, Dirk Dirksen, declare under penalty of perjury that the following is true and correct to the best
of my knowledge and beliet:

l. [ am currently the Superintendent of the Morrow County School District (“School
District”). [ have held this position since 201 1. Before then, I worked as a principal in the
School District for eight years.

2. The School District is located in rural Eastern Oregon and serves 2181 students.

3. The School District is economically disadvantaged. Over 70 percent of its

students are eligible for the National School Lunch Program.

4. The total general budget for support services in the School District is $3,992,459
for Fiscal Year 2013-14.

S. Over the past ten years, school funding has continually decreased in the state of

Oregon both in real dollars and as a percentage of the overall state budget.

6. The decrease in state funding has alveady caused substantial challenges to the
School District, including staff reductions by eleven percent, poorly maintained facilities, and a
lack of new computers in the past seven years, shared textbooks, and consolidated buildings.

7. Current estimates show that the School District is anticipating a significant

increase in its public employee retivement program that will further subsume its resources.

4813-6038-2228.2,




8. The School District does not have the funds to repay the Universal Service
Administrative Company (“USAC”) $1.4 million related to applications from Funding Year
2001, nor $2.3 million related to applications from Funding Years 2003-2004.

9. The School District does not possess anything tangible paid for by the E-rate
program that it can sell off to repay the funds back to USAC,

10, Without a waiver, the School District expects to reduce staff by an additional ten
percent on top of the cuts that were recently made. This would result in class sizes being
increased so that most classrooms would contain 35-plus students.

I 1. Without a waiver, schools in the district would be faced with an even greater
inability to maintain their facilities. Such poorly maintained facilities would further adversely
impact student education and health.

12, Without a waiver, class offerings would become even more limited, as would
curriculum since the School District would no longer be able to adopt textbooks, which already
only happens every seven yeats.

13. Without a waiver, technology in the School District will be halted. Students in
rural Eastern Oregon would have even more limited use of computers that are presently severely
outdated. There would be no money to purchase new equipment when current computers stop
working and need to be replaced. There would be no funds available to advance education
technology in the district, including providing wireless capabilities in the schoals.

14, If the School District is forced to pay USAC the amounts demanded, the School

District will suffer extreme economic hardship that could force it to sell school properties and

4813603822282,




lands and shut down schools. Such a result would have a disastrous and irveparable negative

impact on the School District’s ability to educate the children living within its district.

Fxecuted on this 20" day of June 2013

Dirk Dirksen
Superintendent
Morrow County School District

4813-6038-2228.2,




DECLARATION OF GARY NEAL
MORROW DEVELOPMENT CORPORATION
I, Gary Neal, declare under penalty of perjury that the following is true and correct to the best of
my knowledge and belief:

L. I am the Administrator of Morrow Development Corporation (“Morrow
Development”), a non-profit corporation that was founded in 1994 as a joint project between the
Port of Motrrow and the U.S. Department of Agriculture (“USDA”)-Rural Business Cooperative
Service. 1 have held this position from the time Morrow Development was formed.

2. Working through the USDA's Intermediary Relending Program (“IRP"), Morrow
Development helps finance small businesses throughout Morrow County to establish new
business, expand existing business, create employment opportunitics, save existing jobs, and
- develop community projects,

3, Through the IRP, USDA Rural Development lends money to Morrow
Development, who in turn re-lends the funds as commercial loans (o rural businesses in Morrow
County that would typically be precluded from obtaining such financing. When the loans are
repaid, Mottow Development is able to make more loans to new recipients, a cycle that has
supported sustainable economic development in Morrow County.

4, Morrow Development has played a key role in assisting more than fifty Morrow
County businesses through the USDA IRP, including for example Morrow County Health, which
was able to retain 180 jobs through IRP funds, and Skills Resource of Eastern Oregon, which

was able to train thousands of employees through IRP funds.



5. The financial assistance made available through the USDA IRP has helped
maintain jobs in an almost depression-like environment in Morrow County’s Rural Timber and
Agriculture communities.

0. Morrow Development does not have the resources to repay $2.3 million to the
Universal Service Administrative Company (“USAC”) for services fully provided to Morrow
County School District under applicable E-rate applications from Funding Years 2003-2004.

7. The only funds or primary assets Morrow Development has are its restricted funds
through the USDA IRP relending program.

8. [f Morrow Development is forced to repay $2.3 million dollars in funds that were
believed to be properly awarded approximately a decade ago and have already been spent
providing services, it will have to declare bankruptcy.

0. If Morrow Development is forced to declare bankruptey, it will potentially trigger
a default of the IRP program which would cause additional hardship to this Federal program that
is desperately needed by rural communities like Morrow County.

10. Without the help of Morrow Development and the USDA [RP program, Morrow
County businesses will lose critical access to loans that will not otherwise be provided by
financial institutions, causing further economic hardship to the already disadvantaged

communities throughout Morrow County.

Executed on this 20" day of June 2013,
NZ‘/{A

R e - LR = Y
Gary Neal /

Adminigtrator
Morrow Development Corporation
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Morrow Development Corporation
P.O. Box 219

Heppner, Oregon 97836
www. morrowdevelopmentcorporation.com

USDA

T

Development

Invesiments Made...
Real Jobs Created...

Cascade Specialties
£150,000

28 & 60 Full-Time &
Temp. Jobs Created

Skills Resource of Eastern
Oregon®

$239,857

Thousands of Employee’s
Trained and Employed

Desert Springs Lstates
$150,000
4 Jobs Created

Heppner Garbage
Disposal Service*
$106,000

1.5 Jobs Retained

City of lone
$6,000

Kegler's Sentry™
$150,000

5 Jobs Created
15 Jobs Retained

Columbia River
Eguestrian Cenler
$30,000

3 Jobs Created

Wesley Wise Excavation™
$121,400

2 Jobs Created

4 Jobs Retained

Hepprer Day Care, Inc.
$27,500
6 Jobs Retained

Hancock Rock Crushing
$88,000
2 Jobs Created

Huddleston Paper
$57,661
3 Jobs Retained

Town of Lexington
$125,000
2 Job Retained

Doherty-Russell
Partnership
$150,000

2 Jobs Created

Boardman Storage
$97,000
2 Job Created

lone Auto Repair
$40,000
3 Jobs Retained

Portview Ranches
$38,136
1 Job Created

Boardman Auto Repair®
$137,983
3 Jobs Retained

Northwest Logistics
$22,500
.5 Jobs retained

Miller Manufuacturing *
$98.,541

3 Jobs Created

2 Jobs Retained

Green Acres RV, Park*
$240,000
3 Jobs Created

Green Feed & Seed
$77,750
4 Jobs Retained

Partnerships Forged...

Pam’s Posies’ ‘n Stuff
$5,600
3 Jobs Retained

Willow Creek Park &
Recreation District
$5,500

Miller & Sons Welding*
£150,000

3 Jobs Created

2 Jobs Retained

Northwestern Motel
$150,000
2 Jobs Created

Morrow Cold Storage
$35,850
85 Jobs Created

Colin Transportation®
$142,000

4 & 16 Full-Time &
Temporary Jobs Created

Boardman Post Office
$50,000
1 Job Created

Josh Roy Tree Trimming
$16,000
1 Job Created

Riverview Motel
$55,000

1 Job Created

2 Jobs Relained

W.i. Construction™®
$182,450

6 Jobs Created

6 Jobs Retained

* Denotes multiple loans.

Waite Family Fencing
$6,000
1.5 Jobs Created

Bailey Heavy Equipment*
$188,820

7 Jobs Created

1 Job Retained

Boardman Foods, Inc.*
$250,000

10 Jobs Created

80 Jobs Retained

Leone, Daniel J.
$30,000
3 Jobs Created

Blue Spruce Apariments
$45,360
2 Jobs Created

Fallon, Michael & Phyllis
$240,000

2 Jobs Created

2 Jobs Retained

WindWave Technologies ™
$250,000

2 Jabs Created

4 Jobs Retained

Laulkkanen, Norman &
Carol

560,891

2 Jobs Created

Taylor Industries, Inc.
$200,000

25 Jobs Created

12 Jobs Retained

Morrow County Health
$150,000
180 Jobs Retained

Morrow Development Corporation is an Equal Opportunity Lender, Provider and Employer. Complaints of discrimination should be sent to; USDA, Director, Office of
Civil Rights, Washmgton, DC 20250-9410



